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REPEAL OF PROVISIONS RELATING TO THE FUR- 
NISHING OF INFORMATION TO THE POSTMASTER 
GENERAL BY ICC 


WEDNESDAY, JUNE 15, 1960 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE OF THE 
CoMmMITTEE ON Post Orrick AND SERVICE, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 9:30 a.m., in room 215, 
House Office Building, Hon. Dale Alford (subcommittee chairman) 
presiding. 

Mr. Aurorp. The subcommittee will please come to order. 

This subcommittee was appointed to consider H.R. 7055. The mem- 
bers of the subcommittee are Representatives Scott, Gilbert, Gross, 
and Barry, and I was designated chairman. H.R. 7055 would repeal 
the provisions of section 5 of the act of July 28, 1916, relating to the 
furnishing of information to the Postmaster General by the Inter- 
state Commerce Commission with respect to revenue received by rail- 


roads from express companies for the transportation of express matter. 
We shall insert at this point in the record a copy of the bill. 
(The bill, H.R. 7055, follows :) 


(H.R. 7055, 86th Cong., 1st sess. ] 


A BILL To repeal the provisions of section 5 of the Act of July 28, 1916, relating to the 
furnishing of information to the Postmaster General by the Interstate Commerce Com- 
mission with respect to revenue received by railroads from express companies for the 
transportation of express matter 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That there is hereby repealed that portion of 
section 5 of the Act of July 28, 1916 (389 Stat. 428; 39 U.S.C. 557), which reads as 
follows: “The Postmaster General shall, from time to time, request information 
from the Interstate Commerce Commission as to the revenue received by railroad 
companies from express companies for services rendered in the transportation of 
express matter, and may, in his discretion, arrange for the transportation of 
mail matter other than of the first class at rates not exceeding those so ascer- 
tained and reported to him, and it shall be the duty of the railroad companies to 
carry such mail matter at such rates fixed by the Postmaster General.”’. 

Mr. Atrorp. This measure would repeal certain provisions of sec- 
tion 5 of the Railway Service Pay Act which it is contended have be- 
come obsolete. Under these provisions, codified as title 39, United 
States Code, section 557, the Postmaster General is required to request, 
from time to time, from the Interstate Commerce Commission, in- 
formation with respect to revenue received by railroad companies 
from express companies for services rendered in the transportation 
of express matter. He is also authorized, in his discretion, to arrange 
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for the transportation of other than first-class mail at rates not ex- 
ceeding those so ascertained and reported to him. 

These provisions were enacted by the Congress in 1916 for the pur- 
pose of preventing rate discrimination by the railroads against the 
Government in the transportation of the mails. At that time there 
existed several competing railway express companies, each of which 
maintained separate contractual relations with the railroads. Reim- 
bursement to the railroads was based upon a specific rate structure. 
Today, however, railway express operations are conducted on an en- 
tirely different basis. 

The end of Federal control of the railroads and express companies 
in 1920 was followed by a series of changes in the status of railway 
express, resulting finally in the est: ablishment of a single express 
agency, Railway ¥E xpress Agency, Inc., under the ownership and con- 
trol of a large number of railroads. ‘The express company acts as the 
railroads’ agent, and the transportation of express matter over their 
lines is not now and has not for many years been performed under a 
system of rates. The rate structures formerly utilized in determining 
the amounts to be paid by railway express to the railroads have been 
discontinued. What the railroads now receive from the express 
agency is not a “rate,” but a share of the returns from a business, the 
amount varying with business conditions and the effectiveness of com- 
petition. The Interstate Commerce Commission states that these 
changes in the organization and operation of the express agency and 
in the relationship between the agency and the railroads have made the 
statutory provisions in question obsolete. 

The repeal of section 557 has been a part of the legislative program 
recommended by the Interstate Commerce Commission in its last two 
annual reports. H.R. 7055 was drafted by the Commission to accom- 
plish this purpose, and was introduced by Congressman Oren Harris, 
chairman of the House Committee on Interstate and Foreign 
Commerce. 

The Post Office Department is opposed to the enactment of this bill. 
In his report dated January 27, 1960, the Postmaster General states 
that the Department cannot support a proposal for the repeal of a 
provision of law, which, even if unworkable as contended by the Com- 
mission, nevertheless stands as a congressional recognition of the prin- 
ciple that mail pay rates paid by the Department should not be dis- 
criminatorily excessive when measured by comparable commercial 
rates. 

Our first witness this morning will be the Honorable Howard Freas, 
Commissioner and member of the Interstate Commerce Commission. 

Commissioner Freas, we shall be glad to hear from you at this time. 


STATEMENT OF HON. HOWARD FREAS, COMMISSIONER, MEMBER 
OF THE INTERSTATE COMMISSION 


Mr. Freas. Thank you, sir. 

Mr. Chairman and members of the subcommittee, my name is 
Howard Freas. I have been a member of the Interstate Commerce 
Commission since August 1953. I am appearing today to testify on 
H.R. 7055 which would implement legislative recommendation No. 
11 in our 73d annual report to Congress. 
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This measure would repeal certain provisions of section 5 of the 
Railway Mail Service Pay Act which we believe have become obsolete. 
The chairman has just pointed out that this measure would repeal 
certain provisions of section 5, and I shall try not to duplicate what 
the chairman has said in that regard; and, also, the extent to which 
it has been pointed out that the situation has changed substantially 
since 1916 when this legislation was enacted. 

I do want to emphasize that under the present setup the railroads 
now receive from the express agency not a “rate” determined or 
agreed upon as reasonable for the service, but, rather, they receive a 
share of the returns from a business wholly owned by them, the amount 
of such share varying with business conditions and based on gross 
revenues earned by eac ch road. The : agency first pays its own expenses, 
and the railroads get what is left over for line-haul transportation. 
Thus, the changes 1 in the organization and operation of the express 
agency, and in the relationship between the agency and the railroads, 
have made the statutory provisions of section 557 obsolete. 

Nevertheless, in compliance with the law, the Postmaster General 
has since, on several occasions, requested from the Commission infor- 
mation as to the revenue received by the railroads from the Railway 
Express Agency and the rates, as ascertained, for services rendered 
in the transportation of express matter. These requests were not 
merely for the gross revenue received from express service, or even 
the gross revenue plus car miles, car-foot-miles, or ton-miles of serv- 
ice performed. Rather, they were, in effect, requests for the Commis- 
sion to construct something in the nature of an abstract “rate” by 
translating revenue received into rates based on units of service. The 
Commission, in declining to grant such a request in 1949 took the 
position that, in view of the present organization and operations of 
the express agency, section 557 does not place upon it the duty or 
mandate to make an investigation and study of the present operations 
of the railroads and the express agency in connection with the trans- 
portation of express matter, and the revenues derived from such trans- 
portation, for the purpose of formulating rates, and that such section 
does not contain any direction to the Commission from the Congress 
todo so. The same request was considered in 1954, and as recently as 
May 20, 1959. The Commission in each instance arrived at the same 
conclusion. I hasten to add, however, that the Commission pointed 
out that the Postmaster General was entitled to, and that the Commis- 
sion is willing to furnish to the Postmaster General, all the informa- 
tion we have concerning the revenue receipts of the railroads from 
Railway Express. 

Even if an investigation were undertaken by the Commission to 
determine the amount of express matter carried by the railroads in 
any given period of time, upon a space, weight, or other basis, and 
the relation of that amount, by units of service or otherwise, to the 
revenue which the railroads received from Railway Express, the in- 
formation developed would only reflect, or be reportable as, the result 
of operations during a selected prior period, and business conditions 
change. Hence, they would have no prospective application or effect. 
The data thus obtained, even if related to amounts of service per- 
formed in selected units of service, would not result in an ascertain- 
ment of rates charged by the railroads for service furnished the express 
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agency. <A legal rate must at least cover out-of-pocket costs, and 
there has been a heavy deficit for years. An investigation of this 
type would be a major undertaking, would require considerable time, 
and the information developed would be useless for the contemplated 
purpose. 

In Lepress Contract, 1959 (308 I.C.C. 545), decided September 21, 
1959, the Railway Express Agency, Inc., and certain common-carrier 
railroads sought Commission approval and authority under section 
5(1) of the act for continued pooling and division of traffic, service, 
and earnings incident to the conduct of the Railway Express business, 
under a new agreement intended to become effective on October 1 


. . 
1959. The Commission report, in that case, stated as follows: 


We believe that the express agency occupies a useful place in the transporta- 
tion of small shipments and that its continuance would be preferable to a sub- 
stitute organization whose entry into the field might be attended with uncertainty 
and confusion. 

Under the pooling arrangement approved and authorized by the 
Commission in Lapress Contract, 1954 (291 I.C.C. 11), participating 
rail carriers were given the right to withdraw from the agreement 
on the first day of any month after December 31, 1958. Some of the 
smaller rail carriers availed themselves of this right of withdrawal, 
and one large eastern railroad had served notice of withdrawal at 
the end of 1959. There were indications that if this intention had 
been carried out the eastern carriers would have followed this example, 
foreshadowing a liquidation of the express agency. In Fapress Con- 
tract, 1959, supra, the Commission pornted out that in 1955 the total 
out-of-pocket deficit of the railroads from the express service was 
approximately $16 million. In 1956 this figure increased to $24.5 
million and in 1958 to $40 million. The estimated 1959 deficit, origi- 
nally set at $38 million, was substantially reduced as a result of sharp 
cutbacks in operating expenses, including discontinuance of advertis- 
ing, curtailment of sales force, etc. The Commission also pointed out 
that “to avoid that liquidation if at all possible, the new agreement 
was devised by the directors and other officers of the express agency 
after extensive negotiations.” Continuing, the Commission said, “the 
broad objective of the agreement is to facilitate contemplated improve- 
ments in service and place the express business on a profitable basis.” 

The new express agreement entered into by the railroads and the 
express agency specifically provides that the use of the new plan 
for eventual payment to rail companies on a car-foot mile basis is 
contingent upon the repeal of section 557, title 89 of the United States 
Code, or amendment thereof, to make it inapplicable to express com- 
panies owned or controlled by rail carriers. 

Consideration was given last year by the Senate Civil Service and 
Post Office Committee to the possibility of the Post Office Depart- 
ment taking over the express service. However, in view of the new 
agreement between the railroads and the express agency, which I 
have just mentioned, Government operation of the express service 
was not given any further consideration. We think the express 
agency should be given the fullest opportunity to develop a sound 
basis of payment tothe railroads. 

In the light of the expression of the Commission that the express 
agency occupies a useful place in the transportation of small ship- 
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ments, and since the repeal of section 557 of title 39 would remove 
from the books an obsolete law and free the hands of the railroads 
and express agency, we recommend the enactment of H.R. 7055. 

Mr. Chairman and members of the subcommittee, I wish to thank 
you for this opportunity to appear and testify in support of this 
measure, and if there are any questions I would ‘be pleased to answer 
them, or secure any requisite infor mation for you. 

Mr. Aurvorp. Thank you, sir. 

Are there any questions by the members present ? 

( No response. ) 

Mr. Axrorp. Thank you very much, Commissioner, for your 
statement. 

Mr. Freas. Thank you, sir. 

Mr. Avrorp. The next witness to appear before the subcommittee 
is the Honorable Herbert B. Warburton, General Counsel, Post Office 
Department, who is accompanied by the Honorable George M. Moore, 
Assistant Postmaster General, Bureau of Transportation. 

Mr. Warburton, we shall be glad to hear from you at this time. 


STATEMENT OF HON. HERBERT B. WARBURTON, GENERAL COUN- 
SEL, POST OFFICE DEPARTMENT; ACCOMPANIED BY HON. GEORGE 
W. MOORE, ASSISTANT POSTMASTER GENERAL, BUREAU OF 
TRANSPORTATION, POST OFFICE DEPARTMENT; RALPH W. 
WHEELER, DEPUTY ASSISTANT POSTMASTER GENERAL, BU- 
REAU OF TRANSPORTATION; AND PAUL MEININGER, ASSOCIATE 
GENERAL COUNSEL, OFFICE OF THE GENERAL COUNSEL 


Mr. Warscrron. Mr. Chairman and gentlemen of the subcommittee. 
Tam pleased to appear before the subcommittee today in behalf of the 
Postmaster General to explain his opposition to the measure under 
consideration. Before proceeding with my statement, I should like 
to introduce to the subeommittee other officials of the Post Office De- 
partment who are here to assist the subcommittee in any way possible, 
Mr. George M. Moore, Assistant Postmaster General, Bureau of 
Transportation; Mr. Ralph W. Wheeler, Deputy Assistant Postmaster 
General, Bureau of Transportation; and Mr. Paul Meininger, As- 
sociate General Counsel, of my office. 

H.R. 7055, sponsored by the Interstate Commerce Commission (the 
Commission), proposes the repeal of that a of section 5 of wr 
act of July 28, 1916 (39 Stat. 428; 39 U.S.C. 557), which reads 
follows: 

The Postmaster General shall, from time to time, request information from 
the Interstate Commerce Commission as to the revenue received by railroad 
companies from express companies from services rendered in the transportation 
of express matter, and may, in his discretion, arrange for the transportation of 
mail matter other than of the first class at rates not exceeding those so ascer- 
tained and reported to him, and it shall be the duty of the railroad companies to 
carry such mail matter at such rates fixed by the Postmaster General. 

In its report on this measure, dated January 27, 1960, the Post Office 
Department advised the chairman of the Committee on Post Office 
and Civil Service, House of Representatives, that it opposed the en- 
actment of this bill. The report pointed out that this provision had 
been incorporated in the Railway Mail Pay Act of July 28, 1916, for 
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the purpose of protecting the Department and therefore the public 
against discriminatory and excessive rail transportation charges. The 
report further stated that the Department could not support a pro- 
posal to repeal a provision of law which is expressive of the con- 
gressional intent that the mail pay rates which the Department pays 
shall not be discriminatorily excessive when measured against com- 
parable commercial rates. 

At the outset, it is appropriate that the subcommittee be informed 
of this Department’s several but unsuccessful efforts to secure a mean- 
ingful implementation of 39 U.S.C. 557 (sec. 557) since its enactment. 

The Railway Mail Pay Act of July 28, 1916, 39 Stat. 412, 419, 425- 
31, of which section 557 was a part, embraced a comprehensive scheme 
for the regulation of transportation of mail by railway common car- 
riers. The act authorized the Postmaster General to prescribe service 
requirements applicable to the transportation of mail by railway com- 
mon carriers; and authorized and directed the Commission to fix fair 
and reasonable rates and methods of compensation. 

In 1919, the first railway mail pay proceeding was decided by the 
Interstate Commerce Commission, Railway Mail Pay (56 ICC 1 
(1919)). The Department made no formal request for information 
pursuant to section 557, as was done in later proceedings that. I will 
describe. It is of interest to note, however, that the railroads in 
their brief filed in that proceeding pointed out that the great pre- 
ponderance of the mail is directly competitive with freight or ex- 
press service and then argued that— 

* * * Tt is the view of the railroad companies that it should be a matter of 
indifference to them whether a given parcel of merchandise moves by less than 
carload freight, by express, or by parcels post, and that their revenue should be 
so adjusted that, if it moves by parcels post instead of by one of the other two 
means of transportation, they may obtain for its transportation by that agency 
a rate commensurate with the rate for the transportation of less than carload 
freight, or of express matter (Brief of Railroads, pp. 24-25). 

The railroads contended in their brief that the revenue from parcels 
post was much less than from the movement of the articles embraced 
therein when moving by express or less than carload freight. They 
proposed rates for the transportation of mail said to be “fairly re- 
lated to the revenue derived from the movement of the same or 
analogous articles by freight or express.” They proposed a basic 
weight rate described by them as the— 
irreducible minimum below which storage mail should not be carried, if the 
compensation therefor is to be determined with any reference to revenue re- 
ceived from express and freight with proper allowance for the difference in 
service and cost (Brief of Railroads, pp. 111-123 ; 221-225). 

Similarly, the Department in its brief urged upon the Commission 
its view that, having charged to the mails the full estimated cost of 
carrying them, the fair and reasonable proposition to charge to the 
mails in addition thereto would be the same relative net income which 
the railroads received for the carriage of express. It also submitted 
certain exhibits to the Commission. These exhibits showed payments 
to the railroads per ton-mile for express matter for the several classi- 
fications as sential to the ton-miles performed in the several units 
of mail service as a basis for approximating the annual compensation 
for the carriage of mail (Department’s brief, pp. 716-718, 732). 
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The applications of the principle of equality of mail and express 
revenue on the part of the railroads and the Department produced 
divergent results. However, both expressed accord with the underly- 
ing principle of section 557—that mail rates should be fixed on the 
basis of the comparative standard of reasonableness represented by 
the revenues received by railroads in the carriage of express. In its 
report the Commission recognized the principle that compensation for 
the mail “should bear some relation to what the railroad can earn by 
using space required by the Department for some other purpose.” 
The Commission considered express revenue per 60-foot car-mile, per 
ton-mile, and per car-mile, regarding the car-mile basis as “more 
nearly proper in comparing mail and express payments to the rail- 
roads” (56 ICC 1, pp. 4445, 64). 

Over 30 years ago, in 1928, in what may be characterized as the 
second general railway mail pay case, Railway Mail Pay (144 1.C.C. 
675; 1928), the Department again sought to invoke the principle un- 
derlying this section of law. Although recognizing the proceeding 
was not one in which the Postmaster General had specifically re- 
quested an ascertainment for the purpose of himself fixing mail rates 
under section 557, the Department urged the Commission to give 
effect to the principle that mail rates should not exceed those which 
would produce revenue no greater than produced by express for “ 
units; in other words, the revenue should be equal. Accordingly, i 
argued that rates for mail service should be subject to a differential 
so that the car-mile rate of revenue for mail other than first class, 
when designated and offered by the Postmaster General as such, 
should be at a rate not higher than the car-mile revenue for express 
received by the railroads (Department: s brief, pp. 358-362; 418-419). 
In prescribing an increase in rates of about 15 percent in that pro- 
ceeding, the Commission noted this contention without giving it effect 
(144 1.C.C. 675, p. 694). It is of interest, however, that Commissioner 
Eastman considered the application of the principle of section 557 
as essential in order to meet the statutory criteria of “fair” rates. His 
dissent stated in part as follows: 

Finally, I call attention to the fact that it is our duty to fix “fair” as well as 
“reasonable” rates for the carriage of the mail. It is not “fair,” in my opinion, 
for the railroads to demand full compensation from the Government for the 
carriage of the mails when they make no similar demand upon the competitive 
express service (p. 727). 

In the third general railway mail pay proceeding initiated in 
February 1947, Railway Mail Pay (269 1.C.C. 357; 279 L.C.C. 633; 
983 1.C.C. 503), which was finally decided November 13, 1951, the De- 
partment made intensive efforts to invoke section 557. The Commis- 
sion allowed increases in the neighborhood of 95 percent, effective on 
and after January 1, 1951, and readjusted compensation for the retro- 
active period on and after February 18, 1947, by increasing compensa- 
tion by about 48 percent. The Commission ‘also prese ribed extensive 
changes in methods of compensation for future application involving, 
among other things, the separate statement of line-haul and terminal 
charge, and the elimination of full payment for empty return move- 
ments. 

After a preliminary information request upon the Commission in 
1947 for information in accordance with section 557 as a result of 
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which the Commission furnished data showing merely the revenue 
of railroads from express service, the Postmaster General, on May 18, 
1948, filed a formal request for such information in docket No. 9200. 
The petition requested the Commission to furnish information pur- 
suant to section 557 which would enable the Postmaster General to 
arrange for the transportation of non-first-class mail at rates not ex- 
ceeding those received by the railroad companies for service rendered 
in the transportation of express matter. By order of July 23, 1948, 
the Commission denied this request on the following grounds: that in- 
formation as to the revenue received by railroad companies from 
express companies had theretofore been furnished the Postmaster 
General and that “like information” would be furnished in the future; 
that the request of the Postmaster General if granted would unduly 
broaden the issues in the pending proceeding; and that the informa- 
tion requested would not be of substantial value in determining the 
issues before the Commission in that proceeding. Accordingly, the 
Postmaster General formally filed before the Commission on October 
29, 1948, a renewed request for information to equalize mail and ex- 
press rates. This request was filed independently of the proceedings 
pending in docket No. 9200. In support of that request the Post- 
master General alleged that the information previously supplied by 
the Chairman of the Commission did not meet the requirements of 
section 557 because it did not permit him to arrange for the trans- 
portation of non-first-class mail as provided therein. The Postmaster 
General's petition specifically requested the Commission to— 

(1) Furnish him information as to the revenues received by the railroad com- 
panies for services for the transportation of express matter, including rates paid 
to the railroads for transporting express by units of service which will enable 
the enn General to apply such rates to the transportation of non-first- 
ciass mail. 

(2) Require by order that the railroads and the Kailway Express Agency re- 
port to the Commission, and maintain currently, all the information, facts, sta- 
tistics, and data essential to compliance with section 557. 

(5) Take such further action by order or otherwise, as may be necessary and 
appropriate to enable the Postmaster General and the Commission to comply 
fully with section 557. 

A brief submitted in support of the formal request contended, 
among other things, that section 557 required the Commission to fur- 
nish rates for units of service common to the carriage of express and 
non-first-class mail with such adjustments therein as might be neces- 
sary to reflect differences, if any, in the character of the service for 
these two classes of traflic. After reply by certain railroads which 
opposed the petition the matter was orally argued before the Commis- 
sion on May 6, 1949, 

In a report in Docket No. 30177, entitled Rat/road Rates on Express 
Matter (274 1.C.C. 683; July 29, 1949), the Commission expressed the 
opinion that section 557 did not place upon it a duty or mandate to 
make an investigation and study of present operations of the rail- 
roads and the express agency in connection with the transportation 
of express matter, and the revenues derived therefrom, for the pur- 
pose of formulating rates; and that such section did not contain any 
direction to the Commission from Congress that it should do so. The 
Commission also made the following observations: 
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The transportation of express matter by the railroads is not now and has not 
for many years been performed under any rates or system of rates. If an in- 
vestigation were undertaken by us to determine the amount of express matter 
carried by the railroads for the Express Agency in any given period of time 
upon a space, weight or other basis, and its relation, by units of service or 
otherwise, to the revenue received therefor from the Express Agency, the in- 
formation derived would reflect, or be reportable only as, the results of opera- 
tions in the period selected, and would have no prospective effort or applica- 
tion. The data obtained, even though they should be related to amounts of 
service performed in selected units of service, would not result in an ascertain- 
ment of rates charged by the railroads for service furnished the express agency. 

The Commission ruled that the request of the Postmaster General 
for an ascertainment and report of rates for the transportation of ex- 
press matter and for the entry of an order as described in the petition 
could not be complied with and was not granted. However, the Com- 
mission then concluded that the Postmaster General was entitled to 
any information the Commission had as to the revenues received by 
the railroads from the Railway Express Agency for the tr ansporta- 
tion of express matter, and any other information reported to it by 
the agency or the railroads w ith respect to such transportation. The 
Commission stated that, in addition to what was then reported there 
was other information in possession of the agency “which apparently 
is readily available and can be furnished without undue expense.’ 
The Commission initiated the procedure necessary to require the 
agency to prepare and report to the Commission quarterly and an- 
nually the following information: 

1. The express privilege payments to the railroads separated as between car- 
load and less-than-carload traffic. 

2. The amounts paid by the express agency to motor carriers, carriers by air- 
craft and to miscellaneous carriers (carriers by water, electric lines, ferries, 
etc.) for transportation service. 

3. The car-foot-miles of registered express space on common carriers by rail- 
road, other than electric railroads, 

4. The number of shipments of express matter handled by common carriers 
by railroad, other than electric railroads, stated separately for carload traffic 
and less-than-carload traffic. 

The Postmaster General sought reconsideration and modification of 
the Commission’s decision on the ground that the disposition of the 
regen failed to provide information necessary to implement section 
557. Reconsideration was opposed by the Railway Express Agency, 
Inc., and the railroads and denied by the Commission February 6. 
1950. On March 14, 1950, Division 1 of the Commission ordered the 
ee Agency to file quarterly and annual reports of selected op- 

rating statistics in accordance with a form of report attached to the 
C ommission’s order. A request of the Postmaster General for modi- 
fication of this order was denied May 18, 1950. 

In proceedings entitled Express Earnings, Plan and Method of 
Division (278 L.C.C, 505 (1950)), the Department intervened in 1949 
in investigation proceedings instituted by the Commission in 1947 
to determine whether practices of the express agency in the pooling 
and distribution of express revenues were lawful and reasonable. This 
intervention was a companion activity related to the objectives of the 
Department in docket No. 30177. Under investigation by the Com- 
mission was the so-called Economy Plan Amendment of July 1, 1938, 
which changed the existing uniform operating agreement in respect 
to the apportionment of revenues between the agency and partici- 
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pating rail carriers. The economy plan provided, among other things, 
for the compilation and maintenance of car-foot miles of express trans- 
portation effort. In that proceeding the Department sought by motion 
to persuade the Commission to require the agency and participating 
railroads to furnish evidence with respect to express revenues, express 
car-foot miles, and express privilege payments; and also petitioned the 
Commission to compel the production of certain records in an arbitra- 
tion proceeding under express operations agreement effective March 
1, 1929, and the economy plan amendment thereto, effective July 1, 
1938, heard in the offices of the board of directors of the Railway 
Express Agency in New York City in January 1948. On September 
23, 1949, the Commission denied the requests of the Department, and 
its participation terminated at that point. 

In its reply to an application for increased rates filed in June of 
1953, the Department made a new request upon the Commission to 
furnish to the Postmaster General the amount of payments received 
by the applicants from the Railway Express Agency for transporting 
express. This information was requested in such manner and form 
as to permit the Postmaster General to arrange for the transportation 
of mail at rates not exceeding those ascertained and reported to him 
by the Commission. 

As a result of its studies of the relevant considerations the Depart- 
ment did not contest, for the purpose of the proceeding, a request 
by applicants for an increase of 10 percent in lieu of the full amount 
of 45 percent sought in their application, and, accordingly, the Depart- 
ment did not press its request under section 557. However, the Com- 
mission, refering to the similar request filed in docket No. 30177, 
described briefly certain findings made in its prior decision, and, 
noting that no additiona) facts or arguments were presented at the 
hearing, concluded there was nothing, therefore, to warrant further 
consideration to determine whether it “should make any different 
findings or conclusions from those made in the decision referred to” 
(Railway Mail Pay, 292 1.C.C. 101, at pp. 102-103). 

The latest action by the Department to invoke the machinery of 
section 557 was initiated by a request filed by the Department on 
February 12, 1958, in docket No. 32380. The Association of American 
“Fg lana requested that the Commission deny or dismiss this request. 
On May 15, 1958, the Postmaster General moved that the Commission 
institute an investigation to comply with his request and moved to 
strike the reply of the association. nae ae 

Following the filing of a reply to the motion for investigation by 
10 large railroads and a reply by the AAR to the motion to strike, 
the Commission entered an order September 29, 1958, denying the 
Postmaster General’s request. In doing so the Commission adverted to 
requests filed by the Postmaster General in the proceedings previously 
described in 1948 and 1953 in dockets Nos, 30177 and 9200, respec- 
tively. Its order of denial recited that the request and motion for 
institution of an investigation and the arguments in support thereof 
were in substance the same as those previously made in dockets Nos. 
30177 and 9200 and presented no facts or matters in addition to those 
presented in those dockets. The Commission then ordered that the 
Department’s request for information and its motion be denied and 
overruled for the reasons stated in the reports in dockets Nos. 30177 
and 9200. 
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On December 17, 1958, the Department petitioned the Commission 
to reconsider its order of denial of the Postmaster General’s request, 
and filed a comprehensive supporting memorandum. The Commis- 
sion denied this petition by order of May 20, 1959, which recited that 
information similar to that sought was considered and denied in 
dockets Nos. 30177 and 9200 and that the petition for reconsideration 
presented no facts or matters in addition to those previously presented 
in docket No. 32380 or the proceedings in dockets Nos. 30177 and 
9200 that would warrant the Commission granting reconsideration of 
its prior order of September 29, 1958. 

The pleadings and orders filed and entered in docket No. 32380 
— a rather substantial number of typewritten pages (about 
175). 

I have these items with me and I would be pleased to leave them 
with the subcommittee for whatever use you may desire to make of 
them in the consideration of this matter, and would suggest that I 
request leave of the chairman merely to introduce into the record at 
this point a tabulation and identification by short title of what this 
group of items is. 

Mr. Scorr (acting subcommittee chairman). Without objection, 
it isso ordered. 

Mr. Warsurton. These items comprise a set of the principal plead- 
ings in this matter I am describing now, Mr. Chairman. These docu- 
ments are a matter of public record in the files of the Commission. 

(The matter referred to follows:) 


RAILROAD RATES ON Express MATTER 
(ICC Docket No. 32380) 


1. POD request of February 12, 1958, for ascertainment of railroad rates on 
express matter, 


. AAR reply in behalf of member railroads requesting dismissal of PMG’s 
request, dated May 5, 1958. 
8. POD motion of May 15, 1958, for institution of investigation by I.C.C. 
4. POD motion of May 15, 1958, to strike reply of AAR to POD request. 
5. AAR reply of June 11, 1958, to PMG motions to strike and for institution of 
investigation. 
6. Reply of 10 large railroads of June 11, 1958, to motion of PMG for institution 
of investigation. 
7. ICC order of September 29, 1958, denying POD request for information, POD 
motion for investigation and POD motion to strike reply of AAR. 
8. ICC letter of November 7, 1958, extending to December 17, 1958, time for 
filing petitions. 
9. POD notice to parties of November 12, 1958, that time for filing petitions 
extended to December 17, 1958. 
10. POD petition for reconsideration of ICC’s order of September 29, 1958, and 
supporting memorandum, dated December 17, 1958. 
11. Reply of AAR and certain railroads of January 21, 1959, to PMG’s petition 
for reconsideration. 
12. ICC order of May 20, 1959, denying POD’s petition for reconsideration. 


Mr. Warpvrton. Prior efforts of the Department to enforce section 
557 have been marked by opposition on the part of mail-carrying rail- 
roads and the Railway Express Agency. The present standard express 
operations agreement, effective October 1, 1959, was approved by 
the Commission on September 21, 1959, insofar as the pooling or divi- 
sion of traffic, service and earnings is concerned (“Express Contract, 
1959,” 308 T.C.C. 545). This contract provides for eventual replace- 
ment of the existing method of determining rail transportation reve- 
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nue from other-than-carload shipments on the basis of a car-foot-mile 
‘ate related to rail costs. 

Under the new express operations agreement, after January 1, 1963, 
the agency would pay each accounting group of railroads on ‘the basis 
of a rate per car-foot-mile for that group predicated on a group aver- 
age out-of-pocket rail cost to be computed by application of a formula 
uniform for all groups. A temporary basis effective July 1, 1961, 
would also utilize car-foot-mile records, The new agreement, effective 
October 1, 1959, is described in “Express Contract, 1959” (308 
L.C.C. 545). 

The use of the new plan is contingent upon the repeal of section 557, 
or amendment of this section in such a way as to make it inapplicable 
to express companies owned or controlled by rail carriers. The De- 
partment can only conclude that this feature of the contract reflects 
the mail-carrying railroads’ desire to avoid any situation which would 
tend to facilitate the implementation of section 557. This provision 
of the contract appears to reflect the same philosophy which motivated 
a statement contained in the Railway Express Agency’s exhibit No. 24 
submitted in the arbitration of disputes under ‘the Railway Express 
operation agreement which I mentioned previously. This exhibit, 
setting forth the historical bac ‘kground of the economy plan amend- 
ment, effective July 1, 1938, to the express operations agreement, 
referred to a plan under which the car-foot-miles of space devoted to 
express by each carrier were to be maintained and contained the fol- 
lowing statement relating thereto: 

On October 20, 1937, the general chairman of committee D advised the chair- 
man of the contact committee that after several lengthy discussions committee D 
had not been able to agree upon a report. Some members of committee D felt 
that if express car-foot miles were developed the Post Office Department might 
make comparisons of express and mail factors and attempt to adjust the mail pay 
to the basis of express earnings where less than the prevailing mail rate, dis- 
regarding differences in service given and space ascertainment methods. 

As indicated earlier in my statement, the Department's latest effort 
to secure the rate ascertainment contemplated by section 557 was made 
in a proceeding before the Commission in Docket No. 32380, the matter 
having been considered by the Commission as recently as May 20, 1959. 
Although the pleadings filed in that proceeding by the Department 
reflect fully its views with respect to the requirements of section 557, 
I desire to refer briefly to certain comments made by the Commission 
in support of recommendations in its report of June 5, 1959, to the 
chairman of the Committee on Post Office and Civil Service, House of 
Representatives, on H.R. 7055. 

It has been noted that the Commission’s report reflects its agree- 
ment with the Post Office Department that section 557 was enacted in 
1916 for the purpose of preventing rate discrimination by the railroads 
against the Government in the transportation of the mails. 

The first point of the Commission is that in 1916, at the time section 
557 was enacted, reimbursement by express companies to railroads for 
services rendered in transportation of express matter was based upon 
a specific rate structure; that, since the establishment of a single ex- 
press agency, the rate structures formerly utilized were discontinued ; 
that express is not now transported under a system of rates, but under 
an entirely different basis under which the railroads receive a share of 
the returns from a business, the amount of which varies with business 
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conditions and effectiveness of competition. These comments imply 
that there is a significant difference in the methods by which railroads 
were compensated in 1916 compared -to the present time, rendering 
section 557 obsolete. 

As contended by the Department in prior proceedings before the 
Commission, no change of legal significance has occurred since the 
enactment of section 557 which affects the duty of the Commission to 
make the ascertainment of rates required under the statute or impair 
its ability to do so, In 1916 the railroads were compensated on the 
basis of contracts between express companies and railroad companies. 
Although several bases of compensation were employed, the prevailing 
basis was the percentage basis under which varying percentages of 
the gross receipts of the express companies were paid to the railway 
companies, At present the railroads are similarly compensated for 
the carriage of express on a contractual basis. In 1916 the railroads 
were not compensated on the basis of a specific rate structure or system 
of rates and they are not so compensated today. Moreover, the ex- 
istence today of a single express agency having contractual arrange- 
ments with express-carrying railroads would seem to provide a cir- 
cumstance which would facilitate the rate ascertainment by the Com- 
mission in comparison with the situation existing when there were sev- 
eral express companies. The investigation of the subject of mail pay, 
as shown by the Bourne Commission report (H. Doe. 1155, 63d Cong., 
2d sess., p. 86), had demonstrated to the Congress prior to the 1916 
act that “no reliable information exists as to the railroad earnings from 
express traflic on the basis of any unit common to the mail and express 
service.” Therefore, section 557 was enacted with knowledge of this 
condition, which explains the reason why Congress entrusted the 
necessary rate ascertainment to the expertise of the Commission. 

Another observation of the Commission is that if an investigation 
were made to determine express matter transported by railroads in 
any given period of time upon a space, weight or other basis and its 
relation to the revenue received therefor from the Express Agency, 
the information derived would only reflect the result of operations 
during a selected prior period, and would have no prospective applica- 
tion or effect. Virtually all determinations with respect to rates and 
fares require the employment of studies covering a base period an- 
tecedent in point of time to the period for which future rate prescrip- 
tions are to become applicable. Frequently, adjustments and projec- 
tions are applied to the study period results to permit such studies to 
reflect as nearly as practicable current conditions. If the condition 
referred to by the Commission constitutes an obstacle to enforcement 
of section 557 today, that condition similarly was an obstacle in 1916 
when Congress enacted that section. 

The Commission states that the statute is basically unsound and 
impracticable of operation and that there are differences between 
mail and express services. At the time section 557 was enacted, Con- 
gress considered the contentions of the railroads with respect to cer- 
tain differences under which mail and express were transported. 
Against this background, the enactment of section 557 reflected the 
determination of the Congress that these services were so similar as to 
require legislation whic +h would remove any opportunity for dis- 
crimination in favor of express traffic. 
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In the light of the objectives of section 557, considering the past 
history of efforts on behalf of the Postmaster General to obtain a 
realistic implementation of this objective, as described in my testi- 
mony, and for the reasons stated in its report to the chairman of the 
Committee on Post Office and Civil Service, the Department must 
oppose the enactment of H.R. 7055. 

Thank you, Mr. Chairman, for the opportunity to appear. Mr. 
Moore, as indicated earlier, also has a statement. 

Mr. Scorr. Let me ask this question : 

You cite on page 5 of your statement a statement by Commissioner 
Eastman. Would you state what you consider Commissioner East- 
man’s statement to mean ¢ 

Mr. Warsurton. This shows what Commissioner Eastman con- 
sidered to be the objectives of the original act and expresses Com- 
missioner Eastman’s position that the Commission should in effect 
support the views of the Post Office Department regarding implemen- 
tion of the original act. 

Mr. Scorr. Originally there were several competing express 
agencies 

Mr. Warsvurton. That is correct. 

Mr. Scorr. That is not true now ? 

Mr. Warsurron. That is correct. 

Mr. Scorr. They were competing with the railroads in 1916? 

Mr. Warsurton. No. There were a group of independent express 
agencies working with and I think historically dominated by the rail- 
roads at that time. 

Mr. Giteert. Reading the statement of Commissioner Freas—I 
believe you were in the room when he testified—on page 3 it is stated : 
Accordingly, what the railroads now receive from the express agency is not a 
“rate” determined or agreed upon as reasonable for the service, but, rather, they 
receive a share of the returns * * * 

Mr. Warsurton. That is correct, sir, and, as I pointed out in my 
statement toward the end, beginning on page 15, this is exactly de- 
scriptive of the same situation that existed in 1916 when this act was 
passed, the only difference being there were several express agencies 
then and now there is only one. 

Mr. Scorr. There is no competition between the railroads and the 
express agency at this time? 

Mr. Warsurton. There never has been. The express agency is 
actually owned by the railroads, as we understand. 

Mr. Scorr. Was that true in 1916 when this act was passed ? 
Mr. Warsurton. Yes. 
Mr. Scorr. Mr. Moore. 


STATEMENT OF GEORGE M. MOORE, ASSISTANT POSTMASTER 
GENERAL, BUREAU OF TRANSPORTATION 


Mr. Moore. I wish to thank the committee for this opportunity to 
supplement briefly the statement made by Mr. Warburton, General 
Counsel, in opposition to enactment of H.R. 7055. 

There was a sound basis for section 557 of the Railway Mail Pay 
Act when it was enacted by Congress and equally good reasons exist 
why it should be retained today. The congressional policy underlying 
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this provision is clear; namely, that the Government should not be 
required to pay the railroads a greater price for transportation of 
second-, third-, and fourth-class mail than the rates received by the 
railroads for the transportation of express. 

Congress provided for the implementation of this policy by direct- 
ing the Postmaster General to request information from time to time 
from the Interstate Commerce Commission as to the revenue received 
by the railroads for the transportation of express, and in his discre- 
tion arrange for the transportation of mail, other than first-class mail, 
at comparable rates. In this way the taxpayer would be assured that 
charges exacted of the Government for transportation of mail would 
not be excessive when compared to charges made by the railroads for 
comparable services performed for the Railway Express Agency. 

I should like to emphasize what in my opinion is the important 
feature of this section of the Railway Mail Pay Act. It provides that 
the Postmaster General shall obtain information as to rail rates for 
the transportation of express, and that he may, in his discretion, 
arrange for the transportation of mail other than of the first class, at 
these rates. 

By placing it in his discretion, the Congress has, in effect, placed in 
the Postmaster General the decision as to whether it is appropriate 
that any or all of these classes of mail, other than first class, shall 
move by rail at the same rates and under the same conditions of service 
as are applicable to railway transportation of express. It seems to me 
that there is nothing about such a provision which is unfair to the 
railroads, for they would be receiving like revenues for like services. 
Moreover, it provides a measure of protection to the taxpayer against 
unreasonably high charges for the transportation of mail by railroad. 

The question has been raised as to how we would make use of this 
provision at present, if we are successful in obtaining the necessary 
information as to express rates. 

First, permit me to explain to the committee the type of rate struc- 
ture which we now have for the transportation of mail by railroad. 

The schedule of rates prescribed by the Interstate Commerce Com- 
mission relates to two broad types of service. One is the railway post 
office car service where the railroad supplies a specially equipped car 
in which postal employees can sort mail while the train is en route. 
This, in effect, is a traveling post office. Since it is a specialized serv- 
ice principally for first-class mail, it does not fall within the provi- 
sions of the Railway Mail Pay Act now under consideration. And, 
as you can readily see, it involves a unique service unlike that in- 
volved in the transportation of express or other commodities. 

The other broad type of service provided for mail is what we call 
the storage mail service, where mail is merely loaded into a car, 
transported, and unloaded at its destination point. We refer to this 
type of service as storage car service merely to differentiate between 
it and the railroad post office car operation. 

The “storage car” designation does not imply a specialized car for 
mail. It is merely a car, insofar as mail is concerned, in which mail, 
express and baggage can be loaded and transported, either commin- 
gled or separately. For example, many of the cars used for mail are 
in fact express, refrigerator or other equipment designed for the move- 
ment of commodities. 
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There are essentially two broad types of storage mail service for 
which rates have been prescribed by the Interstate Commerce Com- 
mission. They are less than carload rates and full carload rates. 
I should like to direct the committee’s attention to the full carload 
rate and service for mail. 

This type of service covers solid carloads of mail moving intact 
between major terminal points as for example, a car loaded and sealed 
in New York City destined for Chicago, without having any mail 
loaded or unloaded en route. These are called destination cars. Also, 
included under the full storage rate are the so-called working cars, 
which are loaded and unloaded at all stations en route. Quite fre- 
quently these cars (or a number of such cars treated under account- 
ing techniques as full storage cars) utilize the services of railroad 
employed baggagemen. 

In the case of the full destination car, the railroads only problem 
is moving the car intact from point of origin to point of destination. 
No intermediate stops to discharge and pick up mail are involved. 
In fact, its doors are sealed until it reaches its destination point. In 
this type of service arrangements can be made without any difficulty 
to have such cars loaded and unloaded and otherwise handled under 
the same conditions and in the same manner as full car movements of 
railway express. The principal terminal item in handling such cars 
concerns the loading and unloading which can be done either by 
postal employees or by railroad employees whichever may be com- 
parable to express. The line haul movement between the terminal 
points involves the same service for both express and mail. 

In recent years we have sought to have the rates prescribed for full 
car movements of mail adjusted so as to reflect the marked difference 
in railway service requirements which exist between the destination 
mail car and the working mail car. Despite our efforts, the rail charges 
prescribed for these two distinct services have remained the same, 
and the Post Office Department has been denied the lower rates which 
should prevail for destination car service. It is with respect to this 
type of service that the Department would seek application of the 
provision of law now under consideration, so that the charges for 
destination car movements of mail would be at least on the same basis 
as the price paid by the Railway Express Agency. There are many 
fully loaded cars of express which move between major terminal 
points, under the same conditions and in a manner similar to the 
movement of destination mail cars. 

Difficulties in comparing compensation received by the railroads 
from the transportation of express and mail arise primarily from 
differences in terminal service rather than in the actual use of cars in 
line haul transportation. Comparisons of the price paid for each of 
the services, line haul and terminal, could be accomplished through 
full disclosure of information regarding the compensation paid for 
each service by the Railway Express Agency. 

In terminal service the railroads have provided, as a general rule, 
independent facilities at major points for the use of the Railway 
Express Agency, payment for which is made on an agreed basis. Fur- 
ther, at most major points the Railway Express Agency provides its 
own station personnel to perform the operation of loading and un- 
loading. At the smaller stations joint use of space in railroad stations 
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and the use of railroad personnel under an agency relationship has 
been the general rule. The cost of these items, together with all other 
costs of the Railway Express Agency, when deducted from the total 
amount collected from rail shipments, represents the compensation 
accruing to the railroads for the line haul service as well as joint use 
of station facilities. The remaining revenue is divided among the 
railroads in accordance with the agreement. 

Historically, the Department has used railroad terminal facilities. 
Use has been made of railroad station facilities, railroad labor to 
handle mail at stations, as well as baggagemen in the working cars 
who assist in loading and unloading mail and express. Until 1951 the 
Post Office Department paid a single average rate for all of these 
services. The Interstate Commerce Commission had not prescribed 
separate rates for line haul and terminal services. 

In 1951, at the insistence of the Department, the general nature of 
the rate structure was changed so that a separate charge was made for 
the line haul service, covering the movement of storage cars, and a sep- 
arate charge for terminal service, covering the use of station facilities, 
loading and unloading of cars and the switching of cars at origin and 
destination stations. This rate structure separated the types of serv- 
ices sufficiently to enable the Interstate Commerce Commission to de- 
velop the information essential to an appropriate comparison of ex- 
press and mail rates as required by law. 

The Post Office Department believes that under the present mail rate 
structure this comparison can and should be made available to the 
Postmaster General by a full disclosure of the compensation actually 
paid for the transportation of express as provided for by section 557 
of the Railway Mail Pay Act. 

The Post Office Department is at a loss to understand why the rail- 
roads and the express agency persist in their attempts to conceal the 
rates received by the railroads for the transport ation of express. It 
would appear that the Railway Express Agency in its desire to operate 
on a businesslike basis would be as interested as the Department in 
having some knowledge of the cost to it of the several types of trans- 
portation service, and that it would avoid having all of its services 
priced on an average basis. 

Tn fact, it appears that the railroads and the Express Agency have 
finally reached this conclusion as evidenced by their most recent agree- 
ment which provides for definite rates for the transportation of ex- 
press by rail. 

Unfortunately however, the railroads and the Express Agency have 
also agreed that this disclosure of specific rates for the railw ay trans- 
portation of express will not be made unless the comparative rate pro- 
vision of the Railway Mail Pay Act is repealed. While we have no 
interest, of course, in the specific agreements which may be reached 
by these two transportation agencies, we firmly believe, nevertheless, 
in the best interest of the taxpayers who are burdened with a postal 
deficit now running at a rate of almost $600 million annually, that the 
postal service is certainly entitled to rates for the transportation of 
mail other than first class, which are not in excess of the rates charged 
by the railroads for similar service performed for the Railway Express 
Agency. 


is 
be. 
4 ae 
| 
| 


18 FURNISHING INFORMATION TO POSTMASTER GENERAL BY ICC 


Although the Interstate Commerce Commission proposes the enact- 
ment of H.R. 7055, its real support stems from the railroads and the 
Express Agency, who seek repeal of the existing law prior to full 
disclosure of information relating to rates for express. The real spon- 
sors of this legislation, by providing that the rate provisions are con- 
tingent upon repeal of section 557 of title 39 of the United States 
Code, would have all concerned believe that the Railway Express 
Agency would not be able to operate if this contingency does not 
occur. In order to avoid having this committee misled into believing 
that the Express Agency will cease to exist unless H.R. 7055 is en- 
acted, let us examine the language of the agreement. The pertinent 
provision is as follows: 

Sec. 4. Notwithstanding the provisions of sections 2 and 3 of this article, in 
the event that prior to the effective date of such provisions section 557 of title 
39 of the United States Code shall not have been repealed or amended so as to 


be inapplicable to railroad owned or controlled express companies, such pro- 
visions of sections 2 and 3 shall not take effect. 


And I call your attention to the last sentence : 
In that event— 
that is, in the event of nonenactment of this legislation— 


the board of directors of the express company may prescribe a temporary basis 
of payment producing comparable results. 
Thus, it is clear that they intend to operate under a system of pay- 
ment which, while not disclosing specific rates, will produce compara- 
ble results financially to the parties. 

Mr. Chairman, I have attempted to outline briefly the reasons why 
H.R. 7055 should not be enacted. I should like to emphasize that not 
only is the Post Office Department urging the Congress to reject H.R. 
7055, but also is urging that the Congress take whatever measures it 
may deem appropriate to compel compliance with present law which 
would be in the best interests of the postal service. 

Thank you, Mr. Chairman. 

Mr. Scorr. Mr. Moore, in 1916 when this law was passed there were 
several competing express companies 

Mr. Moore. Yes, sir. 

_ Mr. Scorr, And this was, of course, designed to prevent discrim- 
ation against the Post Office Department. That is not true now. 
There is only one Railway Express Agency now, is that true 4 

Mr. Moore. There is only one Railway Express Agency, but we 
believe the purpose of section 557 was to prevent discrimination 
against the Post Office Department. 

Mr, Scorr. There was an efement of competition in 1916 among 
all the express agencies ? 

Mr, Moors. Yes, sir, 

Mr. Scorr. That element of competition has now been removed ? 
Mr. Moors. Yes, sir. 

Mr. Scorr. That is all. 

Mr. Moors, Thank you, Mr, Chairman. 

Mr. Gross. Mr. Chairman, were you through ? 

Mr. Soorr, Yes. 

Mr. Gross. Do you have access to al) other rates of the railroads? 


Mr, Moors. For whatever purpose we need them, Mr. Gross. 
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Mr. Gross. That is what I mean. 

Mr. Moore. I do not know of any failure on the part of the De- 
partment in securing that information. I would like to verify that. 
Is that correct, Mr. Meininger ? 

Mr. Meinincer. Rates otherwise generally are set by traiffs which 
are open to the public. 

Mr. Gross. Do you mean the Interstate Commerce Commission 
has no control over express rates, no one has any control over express 
rates ¢ 

Mr. Moore. No sir. As I understand it, this is a matter of rela- 
tionship between the Railway Express Agency and the railroad. 

Mr. Warsurton. Mr. Meininger can explain that. 

Mr. Metnincer. As set forth in Mr. Warburton’s testimony, the 
Interstate Commerce Commission has in prior instances held in- 
vestigations to determine whether or not it should consent to the pool- 
ing of traffic, service, and earnings as exemplified by the express 
operations agreement between the railroads and the Railway Ex- 
press Agency. I cannot recall the specific section of the Interstate 
Commerce Act, but it has jurisdiction to determine whether or not 
this pooling is fair and reasonable, and there have been a number 
of proceedings involving the express operations agreement of 1929, 
the economy plan amendment thereto of 1938, the investigation in- 
volving the contract of 1954, and the most recent express operations 
agreement effective October 1, 1959. So the Interstate Commerce 
Commission has jurisdiction over the agreement between the rail- 
roads and the express agency in that sense. 

Mr. Gross. But what you are saying here is that no one represent- 
ing the public is apparently toa over their shoulder in the mat- 
ter of fixing rates to the public? 

Mr. Meinincer. We are not talking here of rates charged to the 
public. The rates charged to the public are covered in tariffs filed 
with the Interstate Commerce Commission. The Interstate Com- 
merce Commission has the same regulatory jurisdiction in fixing fair 
and reasonable rates, in regard to rates “charged to the public for 
these services, as they do in setting rates by railroads in their pas- 
senger business. 

What we are talking about here is compensation to the railroads 
for the services they perform in transporting express. The express 
agency charges rates to the public, but what we are talking about 
is the charge the railroads receive for these services. 

Mr. Gross. But these charges must be a part of the charges to the 

Mr. Meintncer. No. These charges are by voluntary agreement be- 
tween Che express agency and the railroads. 

Mr. Gross. It is dificult for me to understand why the Post Office 
Departmené cannot find out what these charegs are, if that is what 
you are saying. 

Mr. Mrtntnoer. What we have said is that we have sought to se- 
cure a meaningful implementation of this section by securing a rate 
ascertainment from the Interstate Commerce Commission so we can 
arrange to handle non-first-class mail—we say non-first-class mai] be- 

ause ‘that is the stuff which is generally comparable to merchandise 
and other commodities tr anmparted: in the express service 
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Mr. Gross. Some mail is handled, as I understand it, in freight 
ears. Is that right ? 

Mr, Mernincer. Actually, mail in storage service, as I understand 
it, is handled in all types of cars supplied for the accommodation of 
that service. Most of it, however, moves in passenger trains. 

Mr. Gross. You have some of it moving in refrigerator cars or 
boxcars ? 

Mr. Mernincer. That is right. 

Mr. Gross. Moving in fast freight. What establishes the rate for 
that type of service ? 

Mr. Mernrncer. The Interstate Commerce Commission, by that 1916 
act—and I might say that is the same act which enacted this section 
of law with which we are concerned—conferred on the Commission 
the authority to fix fair and reasonable rates for transporting mail. 
At the same time, however, section 557 was enacted to make sure the 
Post Ofiice Department, and consequently the public, would pay sub- 
stantially the same rate for analogous service as the railroads received 
for commodities. 

Mr. Gross. Are these freight rates? 

Mr. Merntncer. The rate prescribed by the Commission applies to 
the services of transportation of mail on passenger trains, generally. 
I understand, generally speaking the mail is carried on passenger 
trains even though the equipment is equipment which is utilized in 
freight service, such as boxears and refrigerator cars and express 
cars. 

Mr. Gross. With no disrespect to you or the witnesses across the 
table, I guess I ought to be a Philadelphia lawyer if I am going to 
understand this. I do not understand it up to this point, I will tell 
you that. 

Mr. Warsurton. Mr. Gross, the chairman, prior to your coming 
to the hearing, gave us permission to introduce pleadings and or- 
ders filed in ICC Docket No. 32380, which I hand to the chairman 
at this time. 

The point I want to make is that the Department filed on Decem- 
ber 17, 1958, a petition on behalf of the Postmaster General for re- 
consideration of the Commission’s order and filed with that petition 
a supporting memorandum. I would suggest to the Congressman, if 
I may, and also to you, Congressman Gilbert, in respect to the questions 
you asked, that this memorandum gives the legislative history and 
the precedents which we feel support the Department’s contentions 
in opposition to the legislation the subcommittee is now considering, 
and which also will give you specific answers to the questions you 
have just asked, Congressman Gross : 

Mr. Gross. Mr. Moore says in his statement : 

The Post Office Department is at a loss to understand why the railroads and 
the express agency persist in their attempts to conceal the rates received by the 
railroads for the transportation of express. 

Mr. Moore. That is exactly our position, Mr. Gross. We feel that 
the purpose of section 557, which is sought to be repealed here, was to 
provide the Postmaster General with sufficient information upon 
which to compare the rates for the movement of express and the rates 
for comparable movement of mail, which I tried to show at the pres- 
ent time I believe in line-haul movements are comparable. 
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Mr. Gross. Is this considered to be none of your business, or why 
are you denied the information ? 

Mr. Moore. I think the Interstate Commerce Commisison would 
have to answer that question as to why they denied it. I think Mr. 
Warburton has mentioned in some detail why we understand they 
have denied it. But the fact is they have not implemented the man- 
date of the Congress in connection with section 557, 

Mr. Gross. Mr. Chairman, are we going to have witnesses from the 
Railway Express ? 

Mr. Atrorp. We will be pushed for time. I suggest we bring for- 
ward the next witness and we will probably get rebuttal through the 
next witness. 

Thank you, gentlemen. 

Our next witness will be Mr. William B. Johnson, president of the 
Railway Express Agency. 

Gentlemen, I must announce that we have a full committee execu- 
tive session here and we will have to cut this hearing off in just about 
7 minutes, so it will not be intentional to do that, but I have been so 
instructed because the full committee will be here in executive ses- 
sion. I wanted you to understand that. 


STATEMENT OF WILLIAM B. JOHNSON, PRESIDENT, RAILWAY 
EXPRESS AGENCY, INC. 


Mr. Jonnson. I understand, Mr. Chairman, and members of the 
subcommittee. My name is William B. Johnson. I am president of 
Railway Express Agency, Inc., with headquarters at 219 East 42d 
Street, New York City. Railway Express is a nationwide carrier of 
express, operating over approximately 158,000 miles of railroad, 54,- 
000 miles of highway, 6,700 miles of water, and 132,000 miles in the 
air. It has approximately 11,000 offices serving 22,000 communities. 
The entire stock of the company is owned by 64 railroads and it con- 
ducts the express business on these and 96 other railroads. It serves 
all 50 States, both by surface and air, and has direct international 
service to 42 foreign countries. The company has 33,000 employees, 
with average tenure of over 21 vears. Over 75 percent of these em- 
ployees are members of the Brotherhood of Railroad & Steamship 
Clerks, Freight Handlers, Express & Station Employees. Our other 
classified employees are members of the Teamsters, Machinists, and 
Blacksmiths Unions. 

Mr. Chairman, I have identified myself now and obviously it will 
be impossible to make a statement in the time allotted that will be of 
maximum help to the subcommittee. 

Mr. Atrorp. Your statement will be filed in full, and if you could 
condense it and bring out the pertinent points I think you would 
render a service to the subcommittee. 

Mr. Jounson. That is exactly what I had in mind. T doubt whether 
a condensation which would be of maximum value to the subeommit- 
tee could be made in 3 minutes. 

Mr. Atrorp. We will give you 5 minutes. 

Mr. Jonnson. In view of the presentation of the Post Office Depart- 
ment and the questions asked, it was my hope that I could be of maxi- 
mum help by addressing myself to these questions, particularly the un- 
pleasant word of “concealing,” which we deny. 
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Mr. Atrorp. May I suggest that in view of the controversy that 
we just had, that you address your remarks immediately to the ques- 
tion of concealment of rates. 

Mr. Jounson. Yes. Mr. Moore made two or three points I would 
like to comment on, but I shall address myself first to the matter of 
“concealment.” 

There is no attempt to conceal our rates. I believe Mr. Warburton 
stated, and Mr. Moore himself, that there had been no failure to sup- 
ply them any information they had requested. If there is any they 
do not have we would be glad to give it to them. 

The Interstate Commerce Commission has not complied with their 
request under section 557 to furnish rates, and Commissioner Freas 
explained why. There simply are not any. This will appear from 
my statement. 

There is no attempt to conceal, no proposal to conceal, and no desire 
to conceal, but there aren o rates at the present time. 

We are the agent of gr railroads. We collect the rates charged the 
public. I am sorry Mr. Gross is not here because he raised the ques- 
tion. What the railroads get from us is subject to a pooling agree- 
ment. We collect from the public the gross revenues. We are pri- 
marily a terminal company. Our employ ees do terminal work. That 
is why we have so many of them. We pay the terminal expenses, 
depreciation on equipment, and so forth, and after we pay our share 
of the expenses the remaining funds are simply turned over to the 

railroads. They do not charge us for transportation services. They 
give the service to us and when the month is over we turn over the 
balance to them. 

In a sense you could say the remaining gross revenue is their com- 
pensation, but it is not paid to them as a fixed rate. This is all in the 
family. The railroads own us and we deal on that basis. As an agent, 
whatever money we have after we pay our expenses is turned over to 
the railroads. They give us a service and we give them the money. 
There is no rate, so it is impossible to determine the rate. But all the 
information we have can be made available whether the law is repealed 
or not repealed. 

Mr. Scorr. In 1916 when this law was passed and there were several 
competing express agencies, would it be proper to say you operated 
on a rate basis at that time? 

Mr. Jonnson. Yes, in my opinion. It is a little complicated. As 
the Post Office Department witnesses have stated, in 1916 there were 
several independent express companies. It is true they contracted 
with the railroads and they agreed on various bases to pay the rail- 
roads. In some cases it was a fixed percentage of the gross. But 
when they made that agreement it was agreed that was the pay. 

Mr. Scorr. Since that time all the express agencies have been 
brought into one Railway Express Agency, so the element of competi- 
tion is gone? 

Mr. Jounson. Yes. This was accomplished at the suggestion of 
Government agencies that it would be in the interest of the public to 
have the express services consolidated, and that was done in 1928 and 
since that time we have operated on an agency basis. 

Mr. Scorr. On a share of the return basis? 
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Mr. Jounson. That is correct. It is a matter of the railroads 
getting whatever is left after we pay the terminal costs. Last year we 
almost were liquidated, then there was a bill in the Senate which con- 
templated nationalizing our company. 

Mr. Scorr. Do you feel there is any discrimination between the 
charges for carrying mail and the charges for carrying other com- 
modities ? 

Mr. Jounson. No, for these reasons: First, the services are quite 
different ; she even if they were the same, the Post Office De- 
partment and the public interest represented there are fully protected. 
Congress in 1916 vested in the Interstate Commerce Commission the 
authority and responsibility for fixing fair and reasonable rates for 
the carrying of mail. This old section 557 is actually obsolete and 
unnecessary and was at the very time the Congress gave the Inter- 
state Commerce Commission authority to fix rates. Prior to this time 
it might have been thought the railroads were in a position to dis- 
criminate, but today there is av: astly different situation and the Post 
Office alw: ays has the protection of the Interstate Commerce Com- 
mission for determination of fair and reasonable rates, and service is 
compulsory now. 

I think section 557 is unconstitutional, but my problem is that 
unless we get this out of the way the railroads will either have to 
charge us the mail prices, which would put us out of business in 2 
months, or they would have to reduce the pay for carrying mail, 
and, frankly, the express company is not worth what that reduction 
would be and we would be liquidated and our employees would lose 
their jobs. 

Mr. Barry. Could the Railway Express Agency receive, carry, and 
deliver all the parcel post, too, in this Nation today / 

Mr, Jomnson. No, not today. I would love to do that someday = 
the Post Office Department is handling nearly 1 billion pieces a yea 
We are handling about 100 million. And of course under this kind of 
competition we do not make out too well because we have to pay 
taxes; we have to pay gasoline taxes, franchise taxes, interest on debt, 
and many other charges. The Post Office is in no danger of being 
liquidated, but we are. 

Mr. Barry. Could you build up your staff and expand in order 
to do that someday ? 

Mr. Jounson. Conceivably, but we have no surplus and we need 
now $25 million to rebuild our plant. We would have a lot todo, The 
Post Office volume is 10 times ours, But it has been our effort to 
survive in the face of this Federal competition and I think we have 
a basis here. The railroads are willing to charge as low a rate as pos- 
sible to help us get organized, but they cannot do it as long as this law 
is on the books without the danger of having their mail pay reduced 
by the Postmaster General below the rates which the Interstate Com- 
merce Commission has fixed as reasonable. 

Mr. Barry. What you are saying is that this would pave the way 
for the railroads to give you a subsidy ? 

Mr. Jounson. What they have said is, “We will charge the lowest 
economic price to help you get on a sound footing, but we will not do 
this if it will cost us $50 million or $70 million in mail revenue.” 
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Mr. Atrorp. I regret we have been unable to call on all witnesses 
scheduled to testify on this bill. If they wish, they may file a statement 
for the record which will be printed in full, or if not we will try to 
have another hearing. 

Mr. Johnson, your full statement will be made a part of the record 
at this point. 

(The statement follows :) 


STATEMENT OF WILLIAM B. JOHNSON, PRESIDENT, RAILWAY ExpReEsSS AGENCY, INC. 


My name is William B. Johnson. I am president of Railway Express Agency, 
Inc., with headquarters at 219 East 42d Street, New York, N.Y. Railway Express 
Agency is a nationwide carrier of express, operating over approximately 158,000 
miles of railroad, 54,000 miles of highway, 6,700 miles of water, and 132,000 
miles in the air. It has approximately 11,000 offices serving over 22,000 com- 
munities. The entire stock of the company is owned by 64 railroads and it 
conducts the express business on these and 96 other railroads. It serves all 50 
States, both by surface and air, and has direct international service to 42 
foreign countries. The company has 33,000 employees, with average tenure of 
over 21 years. Over 75 percent of these employees are members of the Brother- 
hood of Railway and Steamship Clerks, Freight Handlers, Express and Station 
Employees. Our other classified employees are members of the teamsters, 
machinists, and blacksmiths unions. 

I appear in support of H.R. 7055. This bill would repeal section 557 of title 
39, United States Code, which was one of the provisions of the Railway Mail 
Pay Act of 1916. Section 557 provides that the Postmaster General shall, from 
time to time, obtain information from the Interstate Commerce Commission on 
revenues received by railroad companies from express companies, and may, at 
his discretion, arrange for the transportation of mail matter other than of the 
first class at rates not exceeding those reported to him. It further provides that 
it shall be the duty of the railroads to carry such mail matter at such rates 
fixed by the Postmaster General. 
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The Railway Mail Pay Act of 1916, in which section 557 was included, provided 
a comprehensive scheme for regulation of railroad mail transportation. An 
obligation was placed on the railroads to carry mail as directed by the Postmaster 
General, under penalty of fine by him. Except for section 557, the rates to be 
received by the railroads were to be fixed by the Interstate Commerce Commis- 
sion after hearings. Since the requirement to carry is mandatory, the railroads 
have a constitutional right to receive fair compensation for their services, and 
the ICC is authorized to determine this amount. 

Prior to the passage of this law, the ICC had no power to control railroad 
mail rates. Mail was transported under voluntary agreements between the 
railroads and the Post Office. Parcel post was in its infancy. 

As for express, there were several independently owned express companies, 
each of which had contracts with the railroads over which it operated. These 
contracts, also voluntary, provided for the carriage of express by the railroads 
for specified prices. 

Congress had examined the conditions surrounding the transportation of mail 
and exprss at some length. Several of those who had investigated the situation 
were convinced that the railroads, through their contracts with thte Post Office 
Department, were charging the Department much higher rates than they were 
charging the express companies for what they then considered to be essentially 
similar services. This feeling led to the enactment of section 557 which in effect 
authorizes the Postmaster General to fix railroad mail rates, and require service, 
at levels not exceeding the rates which railroads charge express companies for 
transporting express. Actualy this provision became unnecssary at the very 
time it was passed, because in the same bill the power and duty to control mail 
pay rates was given to the Interstate Commerce Commission. From that day 
the Postmaster General has had a ready and adequate means for changing any 
aa and has had full authority to require service at rates fixed by 
the I 
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I have mentioned the fact that in 1916, when section 557 was passed, there 
were independent express companies paying negotiated prices for transporta- 
tion of express by the railroads. The express business is now and for over 30 
years has been conducted in an entirely different manner and under different 
ownership. 

Section 557 was not used from 1916 to 1928. In 1928, under Federal pressure, 
Railway Express Agency was formed by the railroads to conduct the express 
business formerly handled by privately owned express companies. The express 
company, being wholly owned by the railroads, acts as their agent, and the 
transportation of express over their lines is not now and has not for the past 
32 years been performed under a system of rates. The railroads do not charge 
or receive a rate for hauling express; they simply provide the service requested 
by the express company. It is their own business and, as principals, they receive 
from their wholly owned company each month all the money it collects from 
the publie and still has remaining after payment of its expenses incurred in 
performing the terminal portion of the express services. This remaining reve- 
nue is distributed among the railroads in each region on the basis of gross 
express revenue earned on each road. For those reasons, section 557 has not 
been used since 1928. 

Thus, although section 557 has been on the books for 44 years, it has 
never been applied and is not now possible of application. No effort to use it 
was made until the late 1940’s when the Postmaster General, in the course 
of railroad mail rate proceedings before the ICC, requested information from 
the Commission to enable him to apply the section. The Commission answered 
in effect that such information did not exist and could not be determined, because 
the railroads did not make any charges or rates to the express company for the 
transportation of express. I have, of course, just explained why this is so. 

Subsequent efforts of the same kind were made by the Postmaster General 
and they naturally had the same result. Finally, the ICC, in its 72d annual 
report to Congress, in 1958, recommended that section 557 be repealed since it 
was obsolete and impossible to apply. In its 73d annual report, the Commission 
made the same recommendation (No. 11), and H.R. 7055 was drafted and intro- 
duced to accomplish this purpose. 

II 


Since section 557 is obsolete and cannot be applied, it may be asked what harm 
does it do and why is it important that it be repealed. The answer requires that 
I tell briefly the story of the express business since World War II. 

The volume of express shipments after reaching a peak of 235 million in 1946, 
steadily declined to 82 million in 1951. This was largely due to the combination 
of inflationary costs and the competition of parcel post. In the post-World War 
II period, express rates were necessarily advanced contemporaneously with the 
steady increases in the costs of doing business. Although the Post Office Depart- 
ment’s costs similarly increased, the parcel post rates and charges to the public 
were not contemporaneously advanced ; instead, the Department operated at huge 
deficits from 1946 to 1954—9 consecutive years. Naturally the low parcel post 
rates attracted many millions of our express shipments. 

Express traffic received a substantial lift in 1952 when the weights and sizes 
of parcel post were reduced by Public Law 82-199. For certain basic reasons, 
however, a new decline set in. Once more express rates were forced upward 
by rising costs, and once more parcel post rates failed to keep pace with added 
post office expenses. Meanwhile, to add to our problems, new and extensive com- 
petition had been steadily developing from a number of sources other than the 
Federal Government. Our present volume is at the rate of about 65 million 
shipments a year, an exceedingly dangerous level for such a large nationwide 
organization. As volume declined, many of our loyal employees were necessarily 
released from their jobs; unit costs rose; and, with higher taxes and other new 
costs in addition, our rates on attractive traffic became too high to be competitive. 

In view of these developments, it is not surprising that express has been a 
losing business for the railroads for a number of years; they have not recovered 
even their out-of-pocket costs incurred to haul our traffic. It became evident in 
the latter part of 1958 that the situation could not continue as it was. The 
financial condition of the railroads had meanwhile deteriorated and many of 
them became unable to bear their share of the express losses. The largest 
express-carrying railroad served notice that it would terminate the agreement 
with the express company on January 1, 1960; others prepared to take like action. 
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During early 1959, liquidation or nationalization of the express business seemed 
almost a certainty. A liquidation plan was prepared, and it was not surprising 
that Senate Resolution 8, contemplating Federal acquisition of our company, 
was introduced in Congress last year and even brought to hearing. However, 
after a great deal of time and effort, a plan of reorganization was finally agreed 
on by virtually every railroad as a means of trying to keep the company alive 
and in private enterprise. A new contract containing the plan was made effec- 
tive October 1, 1959, between our company and 157 railroads. 

There is general agreement that, in the area of internal organization, a major 
cause of the inability of the express company management to cope with develop- 
ments in this difficult small shipment field was the fact that its books could never 
show a profit or loss. It collected the gross revenues from the public for the 
complete express service, paid its own expenses (largely incurred in terminal 
services) and turned over the remainder to the railroads as their share of the 
revenues of the business. As stated, this remainder was not enough to cover the 
railroads’ costs for their line-haul service for express. The management of the 
express company not only did not have the incentives and disciplines of a profit 
and loss statement, they had no way of measuring the unit cost of line-haul 
transportation. The latter made it impossible to budget transportation expenses 
and very difficult to determine accurately whether given blocks of traffic were 
profitable, or whether there should be rate reductions to retain or attract 
other business. 

The new agreement effective October 1, 1959, changed this, although not im- 
mediately. Until June 30, 1961, the accounting is substantially the same as 
under the prior agreements. Commencing July 1, 1961, the middle of next year, 
the express company will make initial payments to the railroads for line-haul 
transportation on a car-foot-mile basis. If there is any amount remaining after 
the payment of these and other express company expenses, it will be divided 
evenly, with the company retaining half for company reinvestment and other 
normal business purposes, and the express-carrying railroads receiving the other 
half as additional compensation for their services. The express company will 
be like other businesses—it will have a profit and loss statement; it will know 
the initial unit costs of doing its business; it will buy and have to pay for the 
rail service which it uses; and its books will show all, rather than just a portion, 
of the expenses of the business which it handles. It is essential for the success 
or even the continuation of the express business that this step be taken. In our 
kind of economy the incentive of a profit and the discipline of a loss are required 
for good business management. 
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The presence of section 557 on the statute books affects this situation in the 
following way: After July 1, 1961, there will be an initial ‘rate’ for the trans- 
portation by railroads of express, although it will not be the total payment. 
Because of the supplemental payment, section 557 may still be inapplicable, but 
there is danger that the railroads will not be willing to take the risk. In fact, 
they have said in the new express agreement that they will not do so. The 
agreement specifically provides that if section 557 shall not have been repealed 
or made inapplicable by July 1, 1961, the new method of reimbursing the rail- 
roads shall not take effect. 

The board of directors of the express company could try to work out a sub- 
stitute. But this is just a hope, and there is no substitute now known to us 
which would clearly avoid section 557 and still provide the all-important profit- 
loss status. Certainly the railroads will not again give us a blanket underwriting 
of losses such as we have had in the past. Even if they would, this would just 
perpetuate the old unsoundness. We must stand on our own feet, as the reorgani- 
zation plan contemplates. A new effort to work out a substitute would throw 
us back into the liquidation-nationalization crisis from which we have just 
recently escaped. In this connection it is vital to bear in mind that any or 
all railroads are permitted by the new contract to withdraw from the business 
on or after July 1, 1961. 

I am sure the members of the committee are aware of the huge deficits in- 
curred by the railroads during the past few years in their passenger train service 
operations which include both mail and express. These deficits are a continu- 
ing threat to passenger train services. Progress is being made toward reducing 
these losses but they are still staggering and must be substantially reduced fur- 
ther in the immediate future. The rate and magnitude of this progress will 
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inevitably determine the extent to which passenger train services can be retained 
for the people. In the circumstances, it is vital that the railroads maximize 
to the greatest degree their revenues from all branches of the passenger train 
business, including mail and express. <A self-supporting express business would 
contribute to the passenger train financial picture, even if we pay only the out- 
of-pocket costs. To get us started on a self-supporting basis, the railroads have 
agreed in our new contract to sell us service at the lowest price which is economi- 
cally sound. But we must pay at least this minimal price, beginning July 1 
1961. I believe we can do it, and I believe it would be in the public interest to 
give us a chance to show that we can do it and survive on our own efforts. 

The railroads could not afford, however, to have the post office use this minimal 
express price, by resorting to the old section 557, as a means of reducing their 
pay for hauling mail. Such a reduction would be intolerable, because the mail 
volume is far greater than the express volume, and the mail revenues are far 
more important to the passenger train financial picture than are the express 
revenues. In fact, any substantial reduction in the mail rates on account of 
the express contract would cost the railroads more in 1 year than the whole 
express company’s net worth. 

When confronted with even the risk of such a development, the railroads would 
soon remember that just 12 months ago there was no plan for avoiding liquida- 
tion or nationalization of our company. It would be clear that their effort to 
save the company through the new contract was a mistake at the price which 
the post office would, in effect, place upon it through using section 557 to reduce 
the mail rates below the levels which the ICC had found to be reasonable after 
hearings, briefs, and oral arguments. After all, the ICC fixes the ceiling on 
railroad mail rates, based on railroad mail costs and other pertinent factors. 
It is for this reason that the new express agreement provides, in effect, that the 
next step in the express reorganization will not become effective unless H.R. 
7055 or similar legislation is enacted. For the same reason it is evident that 
section 557 can never effectively be utilized by the Post Office Department—the 
railroads cannot afford to let such a situation come about and will not permit 
it to happen even if the express company has to be liquidated or turned over to 
Federal ownership to avoid the consequences. Our company just wouldn’t be 
regarded as being worth the price of being forced to haul mail at rates far below 
the full mail transportation costs. ma 
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Aside from what I have said, section 557, even if it could be applied, would be 
inequitable and unreasonable. At the time it was enacted its proponents un- 
doubtedly believed that mail and express received comparable services from the 
railroads. Whether or not this was true then, the services certainly are not 
comparable today, and the price of one should not be used as a measuring stick 
of a reasonable price for the other. 

In the first place, the car-foot miles of mail and the car-foot miles of express 
are not computed by the same method. Therefore, to begin with we are in effect 
comparing apples and oranges. 

Second, and even more important, the services furnished by the railroads are 
not alike. The railroads load and unload all storage mail at the terminals, 
whereas the express company loads and unloads all express. The law requires 
that mail be given preference over express in train space and consist. If all 
available mail and express cannot be transported on a given train, the express is 
left behind, and this has frequently happened to us. If a scheduled stop at a 
station is not sufficiently long to load and unload all mail, the train must never- 
theless wait until the task is completed. This is not true as to express. We 
frequently have express carried by stations or left on station platforms because 
the scheduled stop was not long enough for the available traffic to be loaded or 
unloaded. Moreover, a substantial amount of express is transported in freight 
train service, although the amounts received by the railroads for this are com- 
puted in the same way as the amounts received for transportation in passenger 
train service. Freight train service is not as a general rule as valuable or costly 
as nassenger train service. 

The agreement between the express company and the railroads provides that 
all loss and damage costs shall be borne by the express company and this is 
true even when the loss and damage was caused solely by railroad act or 
omission. This is not the case as to mail, where the Department levies fines 
against the railroads for lost or damaged mail. In short, the service furnished 
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by railroads to express is just not as valuable as that furnished to mail, and it 
would be unreasonable in the extreme to use its price as a measuring stick for 
reasonable mail pay rates. 

Even if the services were essentially similar instead of being quite different, 
there still would be no reason why they should necessarily be priced alike. 
There is no principle in transportation law that says that a railroad must 
receive the same return from all parts of its business. In fact, reports issued 
by the Bureau of Transport Economics and Statistics of the Interstate Com- 
merce Commission show wide variations in the railroad cost-revenue relation- 
ships on the different commodities which they transport. 

The railroads are compelled by law to transport all mail tendered by the 
Post Office Department in the manner specified by the Department. They are 
constitutionally entitled to full remuneration for this compulsory mail service, 
regardless of charges to others. Under no conditions should they be compelled 
to haul and handle mail at rates below those found by the ICC to be reasonable. 
They may not now be compelled to do so, and they cannot afford to lose this 
basic protection through possible application of section 557. Unlike the situation 
prior to 1916, the ICC now has authority and responsibility for fixing railroad 
mail rates which are compensatory but at the same time not excessive in relation 
to railroad mail costs. 

On the other hand, there is no valid reason for saying that in handling express, 
which is the railroads’ own business, they may not charge their own company 
an out-of-pocket rather than a full-cost rate, and thereby try to save their 
company, its services, and the jobs of its employees. The express company 
employs approximately 33,000 persons. Even though the express traffic has 
declined drastically, it still amounts to some 70 million shipments a year and 
includes many commodities which are nonmailable, and many shipments to points 
which other private enterprise carriers do not serve. We perform a useful 
function and furnish a service needed by many thousands of shippers. I submit 
that it is clearly in the public interest to permit the railroads and the express 
company freedom to contract between themselves in any way conducive to putting 
the express business on a sound, self-supporting basis, thereby preserving and 
expanding this service for the public, in private enterprise. Certainly such 
intrafamily contracts between the railroads and their wholly owned express 
company do no harm to the public interest represented by the Post Office. 

The express company cannot afford to pay rates based on the full cost incurred 
by the railroads in hauling express, much less the full cost of hauling mail. 
At least for some time to come, while feeling our way under the new arrange- 
ment with our owners, and endeavoring to save and rebuild our business, we 
will do well to pay the out-of-pocket express cost. We do not, like the Post 
Office Department, have the U.S. Treasury to fall back on; the taxpayers do 
not stand ready to make up our deficits, and we do not ask them to do so. 
Moreover, the express company must bear many expenses which the Post 
Office Department, as a Government agency, does not have. Examples are 
State franchise and property taxes, Federal and State excise taxes on gasoline, 
tires, and other supplies, license and highway use taxes on vehicles, interest on 
debt, and many others. 

VI 


The parcel post system, operating at huge deficits since World War IT, has 
been a major factor in driving the express business to the wall and in bringing 
about the low payments to the railroads by the express company. Nothing 
could be more unfair than to permit the Post Office Department to help cause 
these payments to be low and then take advantage of them by compelling rail- 
roads to carry mail under section 557 for the same low price. This would be 
giving the Posmaster General power over both mail and express revenues re- 
ceived by the railroads, which is certainly foreign to any concept of reason- 
ableness or fair play. The vesting of such power is inconsistent with the 
principles of the Interstate Commerce Act and the national transportation policy. 


VII 


I do not believe that either the post office or parcel post users can or should 
ever gain a cent through section 557. It has never been used in 44 years and 
would not be in another 44 years, for the simple reason that the railroads can 
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never permit express rates to provide an excuse for reducing mail rates below 
the levels fixed by the ICC. The risk would be too great even to permit a 
gamble on it—however sure the railroads may be that section 557 is uncon- 
stitutional or however clear it may be that no one could actually apply it sen- 
sibly in view of the many differences between mail and express. On the other 
hand, the railroads know that the express company would almost immediately 
vo bankrupt—and face a new crisis—if it attempted to pay the railroads the 
same price as the ICC has fixed, on the basis of fully distributed railroad costs, 
for mail handling and transportation. Therefore, we can hardly expect to 
be able to buy our transportation, get on a profit-loss basis, stand on our own 
feet, or carry out the reorganization plan uniess section 557 is repealed. Re- 
taining this useless law will not reduce railroad mail rates. Retention would 
ouly hurt and possibly destroy the express business in private enterprise 

and jeopardize the jobs of 53,000 loyal employees who just now are beginning 
to see hope ahead for the permanent salvation and stability of their company. 

[am sure that the Postmaster General does not want to destroy us or to 
own us. And I believe that most parcel post users are people of principle who 
favor private enterprise free of Government pressures or competition. Some 
of them face similar problems. Most of them, in fact, have much to gain 
from the preservation of our company. Not only do they now use express for 
some of their business, along with other carriers, but, with the new freedoms 
of routing and pricing which we now have, the express company will, in my 
opinion, eventually demonstrate, on a profit-or-loss basis, its ability to serve 
them better than ever before. 

To summarize, H.R. 7055 should be passed because: 

1. Section 557 has never been applied, and undoubtedly never will be applied 
as a practical matter. The Postmaster General will never be able to make any 
use of it to obtain reduced mail pay rates. And if he could—and did—the result 
would be to place more passenger trains in the deficit column. 

2. Section 557 is not required to insure reasonable railroad rates for the 
transportation of mail. The Postmaster General has ample, fair, and equitable 
protection by reason of the provisions giving the Interstate Commerce Comunis- 
sion control over such rates. 

3. Even if the section were capable of use, its application would be unfair and 
unreasonable because the railroad services for mail are greater and different 
from those for express. 

4. The retention of section 557 will be of no benefit to anyone but will seriously 
threaten the continued existence of Railway Express Agency. 

5. It is definitely in the public interest to keep a nationwide express company 
handling 70 million shipments consisting of more than 125 million pieces an- 
nually, and employing 33,000 persons, operating as a successful private enter- 
prise transportation company. To do this it is imperative that H.R. 7055 or 
similar legislation be passed at an early date. 


Mr. Axrorp. I regret that the room will have to be cleared immedi- 
ately for a full committee executive session. 


(Whereupon, at 10:55 a.m., the hearing was recessed, subject to the 
eall of the Chair.) 


57745—60——3 


| 
| 
| 
j 


REPEAL OF PROVISIONS RELATING TO THE FUR- 
NISHING OF INFORMATION TO THE POSTMASTER 
GENERAL BY ICC 


FRIDAY, JUNE 17, 1960 


Hovsn or REPRESENTATIVES, 
SUBCOMMITTER OF THE 
Comitrre oN Post OFFICE AND CIVIL SERVICE, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 9 a.m., in room 215, 
House Office Building, Hon. Dale Alford (subcommittee chairman) 
presiding. 

Mr, Atrorp. The subcommittee will please come to order. 

Gentlemen, for those who were not present previously, I am Con- 
gressman Alford and this gentleman is Mr. Scott. I am sure that 
other members will be present at the subcommittee hearings subse- 
quently, 

Our hearing on H.R. 7055, a bill to repeal the provisions of sec- 
tion 5 of the act of July 28, 1916, relating to the furnishing of infor- 
mission with respect to revenue received by railroads from express 
mission with respect to revenue received by railroads from express 
cosapanien for the transportation of express matter, will continue at 
this time. 

Mr. William B. Johnson, president of the Railway Express Co., who 
was testifying when we had to adjourn our hearing on Wednesday. 
June 15, will be called at this time to finish his testimony. We will 
then hear from Mr. William B. Henderson of the Parcel Post Asso- 


ciation. 
Mr, Johnson, you may proceed. 


STATEMENT OF WILLIAM B. JOHNSON, PRESIDENT, RAILWAY 
EXPRESS AGENCY, INC., NEW YORK CITY, N.Y.—Resumed 


Mr. Jonnson. Mr. Chairman and Mr. Scott, I am grateful to both 
of you for resuming this hearing at such an early hour and at such 
a busy time in the affairs of Congress. 

At the previous session I had, I believe, identified myself as the 
president of the express company and had identified the express com- 
pany as a nationwide carrier of small shipments, with about 33,000 
employees performing service over most of the Nation’s railroads, 

“many motor carriers, and all of the Nation’s airlines. 

Our company is about, through its antecedents, 121 years old and is 
one of the oldest transportation organizations in the country. 

As was mentioned at the last hearing, it is our view that the passage 
of this bill is virtually essential to the continued operations of this 
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company in private enterprise. The reason we say that is that we 
have just been through, certainly, the most critical period in this 121- 
year history. A year ago today I could not have sat here and said 
to the subcommittee that there was anything in prospect for our com- 
pany but liquidation or nationalization of the company, under a reso- 
Jution or a bill such as Senate Resolution 8, which is over on the other 
side and which contemplates that our company be nationalized. 

The reason for this very grave crisis is simply the fact that we 
have experienced—the express business—very large out-of-pocket 
losses for many years, largely since World War II. The railroads 
of the country own the business and they finally concluded in 1958— 
at least the largest of them did—that the time had come when they 
could not further subsidize the express operations. 

This corporation is 30 years old, and since World War IT, because 
of the combined impact of inflation, high costs particularly in the 
small shipments business and because of a multitude of competition 
including that from the parcel post service of the Post Office Depart- 
ment, the losses reached $40 million out of pocket—undistributed 
losses—in 1958. 

The financial condition of the railroads, particularly in the East, 
was very bad at that time and, so, we had notice served that the largest 
express carrier was going to withdraw from the business, and the other 
eastern railroads reached the same conclusion. Then, the southern 
and western railroads advised that they alone could not underwrite 
or stand by the company if all of the eastern railroads withdrew. So, 
we prepared a liquidation plan, and this is a very detailed plan. 
It is in my office in New York and it is ready to go if we have to 
liquidate. 

When the plan was prepared it was thought it would have to be 
used and become effective January 1, 1960, when we would propose 
to close the doors of our 11,000 offices at the end of 1959. I am glad 
to say that that was not done, and the reason will appear in a minute. 
At the same time there was this proposal made over in the Senate 
for the company to be nationalized. There has been a lot of talk about 
nationalizing railroads, and some people do not take it seriously, 
but I think it is perfectly clear that our company would be the first 
on the nationalization parade if such a move developed. I think we 
came awfully close—as close as we could possibly come to it, Natu- 
rally, our 33,000 employees and the management of the express com- 
pany, did everything they could to avoid liquidation or nationaliza- 
tion. As the Postmaster General himself told me, it would have been 
a blow to the economy and it would have been.a reflection upon our 
ability to manage the affairs of private enterprise. We escaped those 
horrible alternatives by developing a reorganization plan. This re- 
organization plan is contained in the Standard Express Operations 
Agreement, and for possible use of the subcommittee I would like to 
tender you a copy of it. This was filed with the ICC and it was the 
subject of hearings. It was approved by the Commission. It was 
approved in docket No. 33140, entitled “Express Contract, 1959.” 
Mr. AtForp. Mr. Johnson, are you leaving this with the subcom- 
mittee to be placed in the files of the subcommittee ? 

Mr. Jounson. Yes, sir, I would like to do that. 

Mr, Aurorp. It is so ordered. 
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Mr. Joiurnson. The plan provides on page 40 that 
the provisions of sections 2 and 3 of this article, in the event that 
prior to the effective date of such provisions section 557 of title 39 
of the United States Code shal] not have been repealed or amended 
so as to be inapplicable to railroad-owned or controlled express com- 
panies, such provisions of sections 2 and 3 shall not take effect. The 
eflective date of those provisions would be July 1, 196i—the middle 
of next year. That is the bearing then that this bill has on the re- 
organization plan, and the reorg nization plan is the thing which 
avoided nationalization or liquidation of the company. So, I think 
it is fair to say that the passage of this bill may fairly be regarded 
as essential to the fulfillment of the reorganization plan, which up to 
now has been the means of saving our company and the jobs of 33,000 
employees. 

i am going to try to use as little time as possible, because I realize 
there is another witness and that the subcomuinittee has other essen- 
tial matters to consider before the next hour of 10 o'clock. 

Mr. Aurorp. Mr. Johnson, this is your day in court. You take as 
much time as you feel is necessary. We will continue to hold hearings. 

Mr. Jounson. Thank you, sir, but because of what I am going to 
say, 1 am very hopeful that all parties can be heard and the record 
closed, because it is so essential to us that some action be taken as soon 
as possible. 

As I say, on the reorganization plan which has been the means of 
saving our life and keeping us in business and providing our public 
service and paying our employees, it specifically cannot be carried 
out in * full unless this bill is passed, or some similar legislation is 
passed. Whiy is this so essential? Section 557, which we would hope 
would be repealed, provides in general that the Postmaster General 
may fix the rates which he pays the railroads for carrying mail other 
than first class at a level not exceeding those that are applicable to 
payments by express companies to railroads for carrying express, 
and he may compel railroads to carry mail at that price. 

This law was enacted in 1916. Commissioner Freas stated the pur- 
pose of it, but I would like to comment briefly on the circumstances 
prevailing in 1916 when this law was passed because, certainly, they 
are quite different today. 

In 1916, prior to the passage of the Mail Pay Act, mail was carried 
by the railroals under voluntary agreements with the Post Office De- 
partment. The Postmaster General had no statutory right to com- 
pel railroads to carry mail, and there was no jurisdiction in the Inter- 
state Commerce Commission to fix the mail rates. Under those cir- 
cumstances it is easy to see that there was always the lurking possi- 
bility that the. railroads may say, “We will not carry mail unless you 
pay our price,” because the Postmaster General could not force them 
to carry it and the ICC had no jurisdiction to fix the rates. 

As far as express was concerned, there were several independent 
competing express companies. They were not wholly owned by rail- 
roads. They were competing inde ‘pendent companies which had been 
established long ago. Parcel post had just come on the scene in 1913. 
It was an infant and it was just beginning and, naturally, under these 
circumstances there was concern which developed i in some of the con- 
gressional committees that the railroads might use this voluntary 
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freedom of action which they had in dealing with the Postmaster 
General to compel the Government to pay exorbitant prices for carry- 
ing mail in relation to the express company prices of the independent 
competing companies to which they were selling railway express 
transportation. 

In my opinion somebody overlooked the fact that at the same time 
they passed this old law, they made it unnecessary, because at that 
very time they gave the Postmaster General control of the railway 
mail service in the sense that he could compel it and he could prescribe 
the rules under which it was performed, and if the railroads did not 
do it, he could fine them and he has done that, and continues to have 
that power. I do not think the fines are large because the railroads 
comply with the Postmaster General’s requests. At the same time, 
the power to fix those rates was given to the ICC. So, you had vested 
in the Postmaster General as to service and the ICC as to rates, the 
authority to make sure that the railroads provided rail service and 
the authority in the ICC to make sure that they did not have an unfair 
price and the ICC was to be the independent arbiter of the controversy. 

Section 557 was a little thing out on the border where under certain 
circumstances the Postmaster General himself could fix the rates re- 
gardless of the ICC. To get this thing into operation, the ICC—it was 
provided that the ICC should furnish information to the Postmaster 
General as to the rates charged express companies and rail charges to 
express companies by railroads. In 1916 there were a number of in- 
dependent express companies. Since that law was passed in 1916, it 
has been on the books 44 years and it has never been used one single 
time, the reason for which we talked about at the last hearing. 

Since 1928, when the present express company was formed, there 
has never been any rates charged to the express company for trans- 
porting express, the express company has simply paid all its expenses 
and all the money they had left over was paid to the railroads, and 
that is where the railroads get their express revenue. There was no 
agreement to fix any rates as such. This was the arrangement be- 
tween the railroads and the express company which they owned and 
operated. Consequently, the express company has operated as an 
agent and not as an independent transportation company since 1928. 
Prior to 1928 there were no steps taken to apply this old law. So, the 
law has been on the books for 44 years and it has never been used. 

The Interstate Commerce Commission, and Mr. Freas, has explained 
this situation, and if there should be any deficiencies in that explana- 
tion, or if the subcommittee should be interested in further inquiry, 
I would just like to refer and leave with the committee for its files 
this decision. It is the most. comprehensive ICC decision on the non- 
applicability of section 557. This is a decision entitled “Railroad 
Rates on Express Matter,” Docket No. 30177. I will tender that, if 
I may. 

In this connection I cannot refrain from commenting upon the 
statement of Mr. Moore of the Post Office Department when he re- 
ferred to the concealment of information by the Express Co. and the 
railroads as to what rates were being charged. I think that is an 
unfair word to use, because there has been no concealment. As a 
matter of fact, the Commission, as is pointed out here, undertook to 
say—and I am quoting from page 687 of the decision—they say: 
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The request, therefore, for an ascertainment and report of rates received by 
railroads for transportation of express matter and for the entry of an order as 
described in the petition cannot be complied with and is not granted. 

The Postmaster General is entitled, however, to obtain any information we 
have as to the revenues received by the railroads from the Railway Express 
Agency for the transportation of express matter, and any other information 
reported to us by the agency or the railroads with respect to such transportation. 

The decision goes on to say that they are going to make sure he gets 
all the information they have and any additional information that 
they could get and they called on the Express Agency to furnish ad- 
ditional information, and we have furnished it. There is no lack of 
information. 

The thing the Post Office Department is concerned about is that they 
‘annot get something called a rate. The reason they cannot get it is 
because there is no rate. The law is obsolete and has not been used for 
44 years. 

Why do I want it repealed? Because of the reorganization plan, 
this method of accounting which we have means that our company 
has never earned a profit and never suffered a loss and I think we 
have had many problems such as inflation, the whole gamut of com- 
petition from all kinds of carriers, including the Post Office Depart- 
ment, which is operating its parcel post service at a large deficit year 
after year, averaging $88 million a year in the last 10 years. Under 
all the circumstances, what could the management of the express 
company do to make the business successful? We raised our rates, 
and we had to, but the situation got worse and worse. Our shipment 
volume has steadily declined, except for 1952, when Public Law 199 
helped us by limiting the post office competition, but we have gone 
from a level of about 140 million, 150 million or 160 million shipments 
a year down to 63..5 million. These are rough figures, but this is a 
very dangerous situation, considering that one of the difficulties of the 
management in coping with all these developments has been that we 
have never had a profit-and-loss status. We have never been able to 
operate like any other business. I have been here in this job 15 months 
and have worked on express for 10 years and I suppose that is why I 
have the job. I do not think you can run a company successfully with 
all of the difficulties which confronts it such as competition, fast chang- 
ing economic conditions and so forth, without a profit-and-loss state- 
ment. In order to get this, we have to buy our transportation and 
pay for it. Previously, the railroads had been giving it to us. Now, 
I think we have got to go on the basis where we buy our transportation 
and get all our costs on our books and let us budget our transporta- 
tion and let use see if we are in danger and if we can make a profit—the 
profit necessary to put some of the money back into the company in 
order to rebuild and replace some of our wornout facilities. We are 
ata dangerous point. I submit that the Post Office Department is 
not in a dangerous condition. They are going to exist, and everybody 
knows that. They have the Treasury to fall back on. They do not 
have the costs we have. However, we have been in the greatest danger 
and we are now in the greatest danger. We are 834 percent under last 
year right now. This is a challenging problem for management. 
What I proposed was that we reorganize the company instead of 
liquidating it, and I have contacted our employees and our officers and 
have tried to do everything possible to keep the company afloat. In 
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order to do that I had to sell our reorganization plan to 178 railroads. 
Unanimity was essential and you can well imagine that this was very 
difficult. We finally proposed this plan after 14 plans were rejected. 
But, I put it to them this way: I said to the railroads if you will 
charge us as low a price as you can for transportation and come out 
even, so that you no longer will have to subsidize us, it seems to me 
you ought to be satisfied. If you will do that, we will undertake to 
pay you that price for transportation, and let the employees and offi- 
cials of the express company undertake to manage our business, if you 
just do not charge us too much; give us a fair chance, because when I 
took over here, we were operating at a $38 million annual out-of- 
pocket loss, and on a distributed basis of $72 million, with no return of 
investment. We cut the out-of-pocket loss down to $14.5 million. It 
was a great accomplishment, but it was at the expense of the jobs of 
many of our employees. But, the railroads agreed. They said, “AII 
right; we will put you on an independent basis; we will give you free- 
dom to move the traffic anyway you can and take it away from us if 
you can do a better job. We will give you freedom to cut prices to the 
public,” and we have been doing that as fast as we can get our costs 
down. They said, “We will let you stand on your own feet; in fact, 
we insist that you stand on your own feet.” 

I proposed that we undertake that right away but they said, “You 
cannot do it. Do not be silly. You cannot wipe out a $38 million loss 
overnight.” 

I was willing to try to do that but it would have been murder to our 
employees. They said, “We will give you 20 months to get started—” 
by July 1, 1961—“you do stand on your own feet and we will charge 
you as low price as we reasonably can in order to recover our costs.” 

hat is how we were saved. 

Where does 557 come in? Under that, if the railroads sell us 
transportation at as low a price as they can, and which we can pay 
for, the Postmaster General could use that as a lever to say to the 
railroads, “I hereby require you to haul mail for rates lower than the 
ICC has fixed as fair and reasonable for the transportation of mail.” 
This is, other than first class. 

If this plan went into effect and the railroads sell us transportation 
on an out-of-pocket basis, then the railroads would be doing that at 
the expense of a reduction in the mail rates, due to the out-of-pocket 
expenditure. How much that would cost, nobody knows, but it would 
cost them many millions of dollars. 

The Post Office Department is now paying the railroads around 
$320 million a year. We are paying the railroads around $116 million 
a year for hauling express. 

What you have got to do in order to get some idea of the impact is 
this: I know that the out-of-pocket cost for express is more than the 
out-of-pocket cost for hauling mail, and the reason for the difference 
in the services is that they are not the same. We do the terminal 
job and the railroads do it for the Post Office Department. I know 
that the fully distributed cost for express is more than the fully dis- 
tributed cost for hauling mail. We know that with the big passenger 
deficit, which approaches a half billion dollars, that the railroads can- 
not afford to run their passenger trains and take a big cut in the mail 
cost, below the level fixed by the ICC as fair and reasonable. 
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I undertook to wipe out a $38 million out-of-pocket loss, but I could 
never conscientiously pretend that I could wipe out a $72 million 
loss in a period of 20 months. I do not think anyone in the world 
could do it, no matter how ruthless they were in dealing with their 
people and in changing their procedures. You just cannot do it. All 
of the railroads would be faced with this proposition: They would 
either have to charge more or change many of the mail rates or they 
would have to agree that the Postmaster General could force them to 
laul mail for out-of-pocket express costs. This is a hopeless thing. 
The difference in the first year would obviously be more than S54 
million, the difference between our $38 million deficit and the $72 
million fully distributed deficit. Gentlemen, the net worth of the 
express Company in my opinion is about 835 million, Se, in 1 year 
alone, rather than have 557 apply, they would do better just to give 
the whole express company to anybody that wanted it: that just in 
| year alone iit is obvious that the difference in mail revenue from the 
application of 557 under this plan would be greater than the whole 
value of the express company. It would not be worth while. Also, 
remember that just last year they were ready to liquidate us anyway, 
and rather than losing $30 million, 840 million, 850 million, or, per- 
haps, $100 million—I do not know what the price would be but it 
would be hard to determine and I know the price would be much too 
high to justify the railroads even bothering to give the express com- 
pany another chance in the first year and in 2 years or 5 years, to be 
perfectly clear. We just are not worth that price. So, that is why 
we cannot pay a price that the ICC has fixed for carrying mail, and 
the ICC has fixed the mail rates with reference to the fully dis- 
tributed mail cost, including a return on the investment and, there- 
fore, the railroads would have to charge us a price which we could 
not pay, or they would have to agree to take a cut in the mail pay 
and let the Postmaster General force them under section 557 to haul 
mail at a terrific loss. Also, remember that the ICC does not fix the 
mail rates arbitrarily or on the basis of a one-sided presentation. 
That power was given to the LCC, provided this should be done after 
hearings and after the Postmaster General presents his cost studies 
and files his briefs and makes his arguments. I was in one of those 
cases which lasted 5 years, and I think the Commission has done a fair 
job. They have not always fixed the rates as high as the railroads 
wanted them or as low as the Post Office Department wanted them. 

I submit that before the Government compels the railroads to haul 
mail at less than the rates fixed by the L1¢C—before anything like that 
should occur—that there would have to be a complete change in the 
existing situation. Under the circumstances today the railroads could 
under no stretch of the imagination justify anything with respect to 


the express company that resulted in a major loss in the mail rates, 


because even now they cert ainly are not getting more than their fully 
distributed costs, plus a2 percent or 3 percent return on the mail. You 
will find this in the Commission’s mail pay reports. If something like 
this were to be done, it would not only wipe out the express company 
in my opinion or nationalize it, but the result would be to put more 
passenger trains in the deficit category. We would find the whole 
situation deteriorating, certainly in the small shipments business, and 
it would be the end of this private enterprise operation. 
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Gentlemen, we are in danger and we are in trouble. This old law 
has never been used in 44 years. I do not think the Post Office De- 
partment is in any danger from excessive charges because the ICC 
controls them and fixes the ceilings. 

I submit the differences between mail and express services are very 
substantial and, further, there is no law which has ever required that 
all cost revenue relationships be the same. 

I have here a very long and detailed statement from the ICC, which 
is a regular thing and it is statement No. 6-58 from the Bureau of 
Accounts and Cost Findings and Evaluation, which shows by com- 
modities that the cost revenue relationships on the different commodi- 
ties vary all over the lot. Some commodities pay out of pocket and 
some pay out of pocket plus 10 percent. Some pay 30 percent and 
some pay fully distributed. There is no rule of law that requires 
every commodity pay the same relationship to its out-of-pocket fully 
distributed cost. 

As far as discrimination is concerned, which was mentioned by Mr. 
Warburton of the Post Office Department, I submit that the Post Office 
Department could make all their discrimination arguments without 
section 557 to the ICC and the Commission can rule on them. There 
is no limitation on the Commission’s authority to take those things 
into consideration. Asa matter of fact, the Commission has requently 
said that it does and will take them into consideration. So, there is 
still every opportunity for them to argue that point if it is a valid 
point. Personally, I do not think it is valid, because there is a very 
substantial difference between mail and express services and I do not 
think the Postmaster General should have this special power to reduce 
this mail rate and force the railroads to carry mail at less than the 
rates fixed by the ICC authority. We pay the railroads for hauling 
express and it seems to me that in order to save this company and the 
jobs of these employees and to keep us going in private enterprise that 
the railroads ought to be permitted to sell transportation as cheaply 
as they will agree to do it. Their self-interest will keep the rates high 
enough. I do not worry about that. I think we can pay out-of-pocket 
costs pretty soon; at least I hope so, if the railroads will buy this re- 
organization plan. As a matter of fact, since last October they have 
authorized me to spend $11 million for new facilities and new equip- 
ment, and I think this is a bona fide indication that there is not any 
concealment. I am perfectly willing to tell the Post Office Depart- 
ment at any time under this plan what we pay any railroad. But, 
what we could not do, because the railroads will never let it happen, 
is that we cannot allow section 557 to be applied because the cost to 
the railroads would exceed the whole value of the express company 
in 1 year in my opinion, and there is no justification for it. 

I think I had better close up, in spite of the chairman’s statement, 
because I hope Mr. Henderson has time to complete his presentation. 
But, I would like to make one more point: In my opinion one of the 
great problems of the express company has been the fact that we have 
faced money-losing competition from parcel post. The Post Office 
Department. records are all I rely on, and that is all we rely on, and 
they show that in the last 10 years parcel post has lost $844 million. 
That is a Post Office Department figure. 
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Gentlemen, you are probably in private business and I submit that 
you would have a hard time making a go of it if you had the Govern- 
ment competing with you and the taxpayers subsidizing the Govern- 
ment service. 

The law presently provides that parcel post should pay its way at 
all times, and I think the Post Office Department has made a sincere 
effort to have that accomplished. But, the fact remains that they 
have lost this money. This makes it tough, and if I am right—and I 
think we are—the parcel post competition is one of the things that has 
brought us to the wall and put us in the position where we cannot pay 
the railroads as much as we would like to. I think it would be very 
unfair, because parcel post has been a factor in causing us to pay the 
railroads relatively low amounts, for the Post Office Department to 
then turn around and say because you do not pay a very high amount 
to the railroads for hauling express, we will reduce the pay which 
we make to the railroads for hauling mail. This certainly could even- 
tuate in the Post Office Department having the power to put us in the 
situation where we cannot pay a very high rate, and to use that situa- 
tion as a means of further reducing their expenses and paying the 
railroads less, is very unfair. 

Gentlemen, you have got to have confidence in the ICC authority, 
and I submit on the day that control of mail rates was given to the 
ICC, section 557 was unnecessary. 

In closing, I would like to invite your attention to a summary that 
I have on pages 14 and 15 of my statement. 

The first is that the law has never been applied in 44 years and as 
a practical matter, it will never be applied, gentlemen, because the 
express company will be permitted to go down the drain first. There 
is no circumstance that I could conceive of under which the railroads 
could ever let 557 be applied. If that were to happen, the railroads 
would still wash up the express company or just give it away to 
anybody and it would probably be given to the Government. 

The second point is that you do not need 557 in order to protect the 
Post Office Department and the public interest because the ICC has 
that responsibility today and that authority. 

The third point is even if you could use this law, it would be unfair, 
because the circumstances are quite different, the basis of compensa- 
tion is quite different and there are a host of things to be taken into 
consideration and, also, it would take 3 or 4 years to figure out all of 
the costs. It would be a monumental job and when you finished it the 
data would be too old to use and I think the courts would upset it. I 
think 557, in addition, is unconstitutional, because under the New 
York Central decision they are entitled to fair compensation for haul- 
ing mail, regardless of what the railroad gets for any other trans- 
portation service. But, the railroads will not take a chance on the 
Supreme Court, or the other courts, because if they lost, the cost would 
be, perhaps, in excess of the value of the express company. 

The fourth point is similar to the one I made previously. If you 
leave this old law on the books, it is not actually going to help any- 
body. It is not going to help Mr. Henderson or his people because it 
will never be applied. 
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There is a sentence in there that suggested an alternative plan 
could be worked out. I can tell you why that sentence is in there 
which Mr. Moore talked about. He said, “Don’t let the express com- 
pany mislead you.” I am not trying to mislead you, because you and 
I know that sentence is in there because I suggested it be put in 
there, and for one, I did not want the e1mployees and officers of this 
company to feel that it was an absolutely hopeless situation if this 
law was not changed and everybody would die. I wanted them to 
feel that there was some way that something else could be worked 
out. But, since Mr. Moore has raised the point, I do not know what 
it is and I doubt if anybody knows what it is. You cannot defeat 
the laws of economics like this. I do not see any problem in putting 
us on a profit-and-loss basis like any other American business, giv- 
ing us the incentive of a profit, and at the same time running into 
557. I do not know what it is, but I put that sentence in there and 
suggested that it be put in there because I did not want to give up, 
and I will not give wp even if you do not repeal 557. I will try 
to save this company some way, somehow, but I do not know how 
to do it. I have spent many vears working on this problem. I do 
not think it can be done, frankly, but I am going to try. But if any 
of you can suggest a way to void 557 and put us on a profit-and-loss 
basis and leave that law on the books, I would be eternally grateful 
and so would 33,000 express employees. But, personally, I do not 
think it can be done. 

My final point is this: Let me say again, if you leave this law on 
the books, Mr. Henderson and the Post Office Department will never 
get a penny out of it. If you take it off the books, you will prob- 
ably save the express company. Jt will not do them any good to 
leave it here. It would do us inestimable harm to leave it here. As 
a matter of fact a lot of our people are users of express service and 
they count on us to do that odd job here and there which no one else 
will do, or to go to that point or this point where the service is not 
too good, or provide the pickup service, and there are many things 
we do which they are glad to have, and I do not think they want to 
see this company liquidated or nationalized. 

The Postmaster General has told me he does not want to drive us 
out of business: he does not want to own us, and under those cireum- 
stances, and because the law will never do anyone any good, and its 
repeal will probably save us, we urge that you repeal it. 

I think it is in the public interest to get rid of this old law which 
has never been used and which stands in the way of our reorgani- 
zation. 

Mr. Arrorp. Thank you, Mr. Johnson, for your appearing before us 
again this morning and for us to have an opportunity to hear your 
position relative to H.R. 7055. 

Are there anv questions of Mr. Johnson ? 

Mr. Scorr. Mr. Johnson, has the Post Office Department ever of- 
ficially indicated that it felt that your present charges or past charges 
were excessive ? 

Mr. Jormnson. Mr. Scott, are you referring to the railroad charges 
against the Post Office Department ? 

Mr. Scorr. That is right. 


4 
| 


FURNISHING INFORMATION TO POSTMASTER GENERAL BYIcc 41 


Mr. Jounson. Well, they have argued vigorously in every mail pay 
case—Mr. Meininger and other attorneys—to avoid increases in mail 
rates, and as I said, the Commission has usually established the rates 
somewhat below what the railroads wanted and above what the Post 
Oflice Department wanted. I would imagine they would coniend that 
they are not satisfied with the present mail rates, but the LCC makes 
that determination. 

Mr. Scorr. This would give the Postmaster General authority to 
fix rates actually below those charged for express ¢ 

Mr. Jounson. It certainly would be below those which the ICC has 
fixed for mail, and I would assume they would be under this law on 
the same level as whatever charges the railroads might consider for 
hauling express. 

Mr. Scorr. That is all, Mr. Chairman. 

Mr. Atrorp. Mr. Barry, do you have any questions ¢ 

Mr. Barry. As I understand it, this law was originally put on the 
books because there were competitive express companies; is that 
correct ¢ 

Mr. JoHnson. There were several express companies, and parcel 
post had just been established 3 years previously. There was no con- 
trol vested in the Postmaster General of the railroad service. There 
was no authority in the ICC to fix the mail rates, because you had a 
situation where the railroads could overcharge the Post Office Depart- 
ment and could determine the prices for the new parcel post. But, 
today, look what happened to parcel post. They handle 1 billion 
pieces a year and this competition has brought us to our present situa- 
tion—a big factor—and has put us in the situation where we cannot 
pay more. We do not have anybody to subsidize us. We do not have 
the Treasury to fall back on. 

Mr. B(88fl. The elimination of this law would not in any way put 
the Post Office Department at the mercy of the railroads at the present 
time because you say that those rates are not fixed by the Interstate 
Commerce Commission. 

Mr. Jounson. That is right; it would not cost them a penny—not a 
penny. There would be no change in a single Post Office Department 
charge, and those charges are fixed by the ICC. 

Mr. Barry. You mentioned in your concluding statement that re- 
peal of section 557 would permit the reorganization of your company. 

Just what do you mean by the “reorganization of your company”? 

Mr. Jonnson. What I mean is this: It would permit this plan spec- 
ified in this contract to go into effect and it provides we will be per- 
mitted to act like an independent company beginning July 1, 1961, and 
will be permitted to buy our transportation. This will put us on an 
independent basis, different from the old principle where every rail- 
road in the United States could tell us what to do. We never had a 
profit and never had a loss and could not operate independently. 

The railroads under this bill say we will sell you the transportation 
ata pretty low price, but at no subsidy, beginning July 1, 1961. The 
railroads will sell us transportation at about the out-of-pocket costs. 
But if they lose any of their mail pay the cost will be so great the rail- 
roads will say, “Does anybody want an express company ?” 
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We quit: 

Mr. Scorr. How does your mail volume compare with your ex- 
press volume ? 

Mr. Jounson. The mail volume is about 10 times greater than 
express. They are in a good solid condition as far as mail volume is 
concerned. 

I was driving down 38th Street in New York City last night and 
I saw literally a hundred trucks, one after another—about 50 of 
them—going to the post office with parcel post. Gentlemen, that is 
not a public service to fill the gaps that private enterprise has left. 
Parcel post is big business and it is strictly commercial and, com- 
mercial interests like those nice, low parcel post rates and, naturally, 
any businessman would take full advantage of the situation. But how 
am I going to pay certain prices for transportation, overhead expenses, 
interest on our debt, and all these other costs and stay alive? I have 
got to have a low rate and I think the railroads are pretty darn big- 
hearted about it when they told us they would sell us transportation 
at out-of-pocket cost and be satisfied, and that is the only way we can 
make it. We will do our best to pay that, and I think we can make it 
and I think we can save this company. We are all looking ahead for 
the first time in years, because we are cutting rates and investing money 
and making progress for the first time in many years. I think our 

eople have their heads up for the first time in a long time. We have 
85 through a serious crisis. Things are looking up, but we will 
never make it if we do not get on a profit-and-loss basis so that we 
can operate like any other business. 

Mr. Arrorp. Thank you very much, Mr. Johnson. 

Mr. Jomnson. Thank you, sir. 

Mr. Axrorp. Our next witness this morning is Mr. William B. 
Henderson, executive vice president of the Parcel Post Association. 


STATEMENT OF WILLIAM B. HENDERSON, EXECUTIVE VICE 
PRESIDENT, PARCEL POST ASSOCIATION, INC.; ACCOMPANIED BY 
ROY C. FRANK, GENERAL COUNSEL 


Mr. Henverson. Mr. Chairman, it looks like Mr. Johnson has fore- 
closed me out of my day in court. 

Mr. Atrorp. I assure you if you do not complete your statement to- 
day we will give you an opportunity later to fully discuss the matter. 

Mr. Henpverson. There are many statements that Mr. Johnson has 
made that are distinctly challengeable on the record. I would like to 
have an opportunity to cover those particular points. 

Mr. Axurorp. I assure you, you shall have the opportunity to fully 
discuss them. 

Mr. Henperson. Thank you. 

My name is William B. Henderson. I am executive vice president 
of Parcel Post. Association, Inc., with headquarters in Washington, 
D.C. Parcel Post Association was organized and incorporated under 
the laws of the District of Columbia in October 1953. Association 
membership comprises approximately 300 small- and medium-sized 
businesses. 

Accompanying me is Mr. Roy C. Frank, general counsel of Parcel 
Post Association. Mr. Frank was Associate Solicitor of the Post Of- 
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fice Department from September 1946 to April 1, 1951, and Solicitor 
(General Counsel) from April 1, 1951 to March 15, 1953. 

As a result of past experience and personal knowledge, Mr. Frank 
has understanding of the elements and issues embodied in H.R. 7055. 

H.R. 7055 would repeal section 557, title 39, United States Code. 
This section provides: 

The Postmaster General shall, from time to time, request information from the 
Interstate Commerce Commission as to the revenue received by railroad com- 
panies from express companies for services rendered in the transportation of 
express matter, and may, in his discretion, arrange for the transportation of 
mail matter other than of the first class at rates not exceeding those so ascer- 
tained and reported to him, and it shall be the duty of the railroad companies to 
e-arry such mail matters at such rates fixed by the Postmaster General. 

The purpose of Congress in enacting section 557 was to obtain for 
the public for the transportation of second-, third- and fourth-class 
mail matter the same financial treatment as that received by the ex- 
press companies from the railroads for comparable service. Long and 
careful investigation led Congress to the conclusion that such mail 
matter and express matter are physically identical, and that the trans- 
portation problems surrounding the one are comparable to those sur- 
rounding the other. This comparability was recognized by the Inter- 
state Commerce Commission when it said, /n re Kapress Rates (1913, 
96 I.C.C. 132, at 139): 

* * * express service is radically different from the services performed by the 
railroads in the carriage of passengers and property, and is more precisely com- 
parable with the service performed for the public by the Post Office Department. 
This comparability is, of course, clearly recognized by Railway Ex- 
press in its constant and successful attempts to substantially curtail the 
use of parcel post, for example, the size and weight limitations act, 
Public Law 199. 

From its beginning, railway express service has been in competition 
with the non-first-class mail service. In their early days, the express 
companies even held themselves out as carriers of first-class mail, but 
that attempt was stopped by court action. Congress was well aware 
of this competitive situation when it enacted the Parcel Post Act 
of 1912. 

In the light of this competitive situation, Congress was of the opin- 
ion that neither the Post Office Department nor the express companies 
should have an advantage over the other with respect to transportation 
costs for equivalent services by the railroads. At the same time Con- 
gress recognized that it had the power to compel the railroads to carry 
mail matter at a lower compensation than that paid by commercial 
shippers if it decided that public policy so required (51 Congressional 
Record 13403). Congress well knew that because of the intimate rela- 
tionship between the railroads and the express companies, the express 
companies would be adequately protected against discrimination. 
This relationship was set forth by Congressman Beakes, of Michigan, 
53 Congressional Record 2464, when he said: 

The railroads are in partnership with the express companies so far, at least, 
as their compensation for carrying express is concerned. 

Congress was also fully aware that the public interest had to be 
protected against undue preference to express matter at the expense 
of mail matter. Congress believed it was providing such protection 
against undue discrimination when it enacted section 557. 
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Congressional fears that the protection rendered the express com- 
panies by the railroads would not be extended to the mail service were 
confirmed by the Interstate Commerce Commission in Lapress Con- 
tract (1920, 59 1.C.C., 518, 523, 552), when the Commission said: 

The carriers are insistent that they shall be fully compensated for the cost of 
the mail service, including a 5.75 percent return upon investment. They are not 
insistent, however, upon the Same result in the case of the other two services 
(passenger and express). 

The contrast in this respect between the mail and express services is very 
sharp. These two services are to a considerable extent in competition with each 
other * * *, In the case of the mails, as above indicated, they have been and 
are both insistent and persistent in endeavoring to obtain full compensation 
based upon a cost analysis. In the case of the competitive express service there 
has been no such endeavor. On the contrary, under their contract with the 
American Railway Express Co. the railroads in effect assumed the financial risks 
of the express business and agreed to compensation of an indefinite and un- 
certain character for their services without undertaking to ascertain or estimate 
the costs. 

The unfairness of this practice was condemned by Commissioner 
Eastman of the Interstate Commerce Commission in his dissenting 
opinion in Railway Mail Pay (1928, 144 1.C.C. 725), when he stated, 
at page 727: 

It is not “fair” in my opinion for the railroads to demand full compensation 
from the Government for the carriage of the mails when they make no similar 
demand upon the competitive express service. 

Section 557 has never been enforced. Postmasters General have, on 
repeated occasions, performed their statutory duty by requesting in- 
formation from the Interstate Commerce Commission, but the Com- 
mission has just as consistently denied that it has any obligations or 
duties to perform under the section. 

Tn an ancillary proceeding to Railway Mail Pay, 1951 (283 I.C.C. 
505), commenced in 1947, the Postmaster General filed a petition with 
the Interstate Commerce Commission requesting that it furnish him 
with information as to the revenues received by the railroads from 
express companies, stated in units of service common to the carriage 
of express and mail matter, other than that of the first class, with 
necessary adjustments to reflect the differences in services performed. 

The Commission denied the petition, assigning as the reasons 
therefor: 

(1) That section 557 did not impose the duty on the Commission to make an 
investigation and study of the operations of the railroads and the Railway 
Express Agency in connection with the transportation of express matter, and 
the revenues received therefrom, for the purpose of formulating rates; and 
(2) that since the transportation of express matter is not performed under rates 
or system of rates, any investigation and determination made by the Commission 
would be for a given period of time in the post and would have no prospective 
effect or application (Railroad Rates on Express Matter, 1949, 274 I.C.C. 683, 
687). 

The present Postmaster General again made request for this in- 
formation in “Railway Mail Pay,” 1954 (292 I.C.C. 101, 103), and 
in “Railway Mail Pay,” 1956 (1I.C.C. Docket No. 9200). 

Section 557 is not “obsolete” as both Railway Express Agency and 
the Interstate Commerce Commission contend. There has been no 
change in circumstances which renders the directive of Congress any 
less binding on the Commission today than in 1916. On the contrary, 
the constantly increasing rates of rail transportation of the mails, 
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and the constantly increasing rates of parcel post transportation 
makes the statute more meaningful than ever. 

The railroads” ownership of Railway Express Agency today is no 
practical change from the situation existing when Section 557 was 
enacted in 1916. Control of the express business by railroad interests 
through interlocking ownership was found by the Commission in its 
1912 investigation of the express service. Jn ve Kepress Rates (24 
ICC 580) on page 435 thereof, the Commission said : 

The system of interlocking directors and the mutuality of stock holding in- 
terests is shown, and it may fairly be said that the study shows conclusively 
that every express company herein named is closely related to, if not absolutely 
dominated by, railroad interests. 

With respect to the method of express transportation payment to 
the railroads, the Commission said, on page 455: 

Contracts between the express companies an dthe railroad companies cover- 
ing express privileges provide various bases of payment to the railroads for 
their part of the transportation service, e.g., on a fixed daily, monthly or per 
hundred weight or at a fixed multiple of the freight rate, and on a percent: ge 
basis, whereby specified percentages, varying from 15 percent to 70 percent of 
the gross receipts of the express companies are paid to the railway companies. 

Congressman Beakes, in discussing the payment to railroads by the 
express companies, said (53 Congressional Record 2464) : 

Most of the railroads divide with the express companies on a 50-50 basis. 
That is, the railroads transport the express for half the gross receipts of the 
express company. 

These findings disprove and deny beyond doubt the statements of 

S 
the Railway Express Agency and the Interstate Commerce Commis- 
sion that at the time of the enactment of section 557: 


The contracts provided for the carriage of express by the railroads for speci- 
fied prices. 


and 
Reimbursement to the railroads was based upon a specific rate structure. 


This last quotation is from the letter of the Commission to the 
Honorable Tom Murray, chairman, Committee on Post Office and 
Civil Service, House of Repres entatives, under date of June 5, 1959, 
which letter constitutes the Commission’s report on H.R. 7055. The 
first quote is from an undated memorandum re: H.R. 7055 recently 
distributed by Railway Express Agency. 

The only difference in the situation today as compared with 1916 
is that today the railroads receive all the net income of the Railway 
Express Agency. Furthermore, although there were several express 
companies in 1916, and today there is only one (the Railway Express 
Agency), since the 1912 Fapress Rate case (24 ICC 380), for all prac- 

val purposes there has been only one express company, as the Inter- 
ire Commerce Commission found in Ewpress Contract, 1920 (59 
ICC 518). 

In 1916, just as today, the revenue received by railroads for trans- 
porting express matter was fixed by contract between the railroads and 
the express company. In 1916, express revenue received by the rail- 
roads were called “express privilege payments,” just as they are today. 

Express revenues are treated by the railroads in the same manner 
as are mail revenues. Both are reported to the Interstate Commerce 
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Commission as gross railroad transportation revenues and neither 
represent net operating income. There was no difference in 1916, and 
there 1 is no difference today, between “express privilege payments” and 

“gross mail compensation” within the meaning of section 557. Further- 
more, in the main, the express companies did not pay the railroad 
companies specific rates for the transportation of express matter any- 
more than they do today. 

The Commission, in its present report to Congress proposing H.R. 
7055, further stated : 

Even if an investigation were undertaken by the Commission to determine the 
amount of express matter carried by the railroads in any given period of time 
upon a space, weight, or other basis, and its relation, by unit of service or other- 
wise, to the revenue received from Railway Express, the information derived 
would only reflect, or be reportable as, the result of operations during a selected 
prior period, and would have no prospective application or effect. The data 
obtained, though it be related to amounts of service performed in selected units 
of service, would not result in an ascertainment of rates charged by the rail- 
roads for service on behalf of Railway Express. 

When one considers the 1916 intent of Congress in enacting section 
557, it is quite aparent that the Commission overlooked or missed the 
salient point of the statute with respect to ICC’s obligations there- 
under. 

The Commission’s function under this act does not involve the mak- 
ing of transportation rates. The Commission’s function is purely in- 
vestigatory. The Postmaster General is required to determine whether 
discrimination against mail matter requires action by him. The Post- 
master General’s determination must be based upon information as- 
certained and furnished him by the Commission. The Commission’s 
investigation and report is the first step which must precede the Post- 
master General’s exercise of his power. In the words of Congress- 
man Lewis (52 Congressional Record 776-777), 

The Postmaster General, under this clause, would have a right to go to the Inter- 
state Commerce Commission * * * 
and receive the desired information. 

The Commission has further stated in its present report to you on 
H.R. 7055: 

Quite aside from obsoleteness, the statute is basically unsound and wholly 
impracticable of operation. 

A common unit charge for mail and express services was found to be 
desirable by the Interstate Commercie Commission as early as 1918, 
Incre vase in Ea press: Rates (51 1.C.C. 263). The objective of Congress 
in enacting section 557 was to compare railroad earnings from express 
and mail on the basis of a unit common to both mail and express serv- 
ice. This was entrusted to the Interstate Commerce Commission by 
section 557. The Commission is the only governmental agency with 
the ability and personnel to ascertain such necessary information. 
Despite the fact that the railroads do not charge the Railway Express 
Agency a fixed rate for the transportation of express matter, revenue 
attributable to the different units of comparable service of mail and 
express matter can be determined without difficulty or delay by the 
Commission’s apportionment techniques which it exercises regularly. 
And, as stated by the Solicitor (now General Counsel) for the Post 
Office Department in his brief in Support of the Postmaster General’s 
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Renewed Request for Information, pages 21-22, Railroad Rates on 
Express, 1949 (274 LC.C. 68) : 


The result will be a determination of (1) the service furnished to express 
which is also furnished mail; (2) the revenues received by the carriers for such 
service. These two determinations, placed together, will constitute a ratio of 
revenue to service, i.e., a rate for service. It will be a rate capable of application 
to non-first-class mail, being in terms of a unit of service common to both. 


Mr. Arorp. I am sorry, we will have to interrupt you. We will 
call you and give you the privilege and the right to continue, subject 
to the call of the Chair. I am very sorry we do not have time to permit 
you to conclude your testimony this morning. 

Mr. Henperson. I am too, and I will be waiting a call to again 
appear before the subcommittee. 

Mr. Atrorp. We shall want to discuss this freely, too. We want 
you to have an opportunity to give your full argument in the case, and 
also we want to interrogate you. 

Mr. Henverson. That is very fair of you. 

Mr. Atrorp. The Honorable Oren Harris of Arkansas, author of 
H.R. 7055, has a statement to be inserted in the record. Without objec- 
tion, it will be filed in the record at this point, along with the follow- 
ing statements: A statement of Mr. Charles Kief, vice grand presi- 
dent, Brotherhood of Railway Clerks; a statement on behalf of the 
Chamber of Commerce of the United States; a statement of the Air 
Transport Association, which will be provided the committee; letters 
from the National Association of Railroad and Utilities Commis- 
sioners; a letter from Mr. Daniel P. Loomis, president, Association of 
American Railroads; and letters from officials of various railroads: 

(The statements and letters follow :) 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D.C., June 17, 1960. 
Hon. DALE ALFORD, 
Wember of Congress, 
House of Representatives, Washington, D.C. 

Dear CoLLeaGuE: I understand that the special subcommittee, of which you 
are chairman, of the House Committee on Post Office and Civil Service, is 
currently holding hearings on H.R. 7055, which I introduced. Although this 
bill, which would repeal the provisions contained in 39 U.S.C, 557, was drafted 
by the Interstate Commerce Commission, and introduced by me at their re- 
quest, I am in full accord with its principles and I support its enactment. 

The House Committee on Interstate and Foreign Commerce, through hearings 
before it during the last few years, is thoroughly familiar with the critical 
conditions in the railroads’ passenger train services, of which both mail and ex- 
press are a part. It is vital that the passenger deficit of the railroads be 
substantially reduced. In the effort to reduce the deficit it is extremely im- 
portant that the maximum revenues, which will be reasonable, be obtained 
from all branches of the passenger train service, including mail and express. 

I am also aware of the crisis through which the express business has passed 
during the past 18 months. I believe that the preservation of this nationwide 
business as a private enterprise is in the public interest and that the efforts 
of the railroads and of the express company management to accomplish this 
goal should be encouraged. 

Section 557 is not required to protect the Post Office Department from unrea- 
sonably high rates for the transportation of mail by railroads. The control 
of these rates is vested in the Interstate Commerce Commission. They are fixed 
by that Commission after full hearings in which the Department participates. 

The Interstate Commerce Commission, in its report accompanying the recom- 
mendation that section 557 be repealed, pointed out the changed conditions 
of the express business from 1916 when the provisions of that section were en- 
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acted. For this reason, and because of the fact that it is of great impor- 
tance to the efforts to preserve and expand the services of the express company, 
as an integral part of our national transportation resources, I urge the enact- 
ment of H.R. 7055. 
Sincerely yours, 
OREN HARRIS, 
Meinber of Congress, Chuirmon. 


STATEMENT OF BroTuERHOOD OF RAILWAY AND STEAMSHIP CLERKS, FREIGHT 
HANDLERS, EXPRESS AND STATION EMPLOYEES 


My name is Charles E. Kief and a I am a vice grand president of the Brother- 
hood of Railway and Steamship Clerks, Freight Handlers, Express and Station 
Employees. My office is located at 400 First Street NW., Washington, D.C. 
The chief executive officer of our brotherhood is Mr. George M. Harrison, grand 
president, with offices located at 1015 Vine Street, Cincinnati, Ohio. 

Our brotherhood is appearing before you in support of House bill H.R. 7055. 
We represent approximately 75 percent of the total number of employees of 
Railway Express Agency. 

Shortly after World War II the total number of express workers numbered 
approximately 85,000. As of the present time, the total number of express 
workers number approximitely 33,000. In the last 18 months employment in 
the Railway Express Agency has dropped approximately 200 each month. 

Accordingly, we are vitally interested in the welfare of the express agency 
and in the preservation and protection of the jobs of the present employees. 
Of course, We are also interested in the creation of additional job opportunities 
and in the returning to express service the many workers who have been laid 
off over the last few years. 

The primary reason for the decline in employment in the express business 
has been the steady shrinkage in the volume of express traffic since World 
War Il. 

In early 1959 liquidation of the express company was seriously considered 
and to our present knowledge the final decision as to the express agency’s 
existence has not been definitely determined. As I have said, approximately 
3,500 employes were laid off and none of those remaining have any assurance 
that their jobs have any degree of permanency. Morale among the employees 
has been and still is very low. 

The fate of the express agency’s 33,000 employees, as well as the many who 
have been furloughed, is a matter of grave concern to us. For their sakes as well 
as in the public interest generally, the agency should be encouraged in its efforts 
to build up the business and make it more secure. 

Since it appears that the repeal of section 557 is an important factor in mak- 
ing this effort successful, the Brotherhood of Railway Clerks strongly urges the 
immediate enactment of H.R. 7055. 


STATEMENT ON BEHALF OF THE CHAMBER OF COMMERCE OF THE UNITED STATES 


The Chamber of Commerce of the United States urges adoption of H.R. 7055, 
which would repeal the provision of section 5 of the act of July 28, 1916, which 
permits the Postmaster General to set rates for the transportation of second-, 
third-, and fourth-class mail by railroad at levels not exceeding those approved 
by the Interstate Commerce Commission for the transportation of express. 

In other words, the Postmaster General is permitted to determine what he 
will pay the railroads for the transportation of mail, other than first class mail, 
providing he does not pay more than the railroads charge for express. 

The provision has been law for some years. However, since the creation of 
the Railway Express Agency, as a consolidation of express companies, it has 
been inoperative. As owners of the express agency, the railroads did not charge 
set rates for the transportation of express but rather divided any proceeds of 
the express agency annually. With the recent reorganization of the express 
agency, however, the situation will change and the railroads will charge set 
rates for the transportation of express, making this dormant section applicable 
and the Postmaster General will thereby be empowered to set transportation 
rates of mail other than first class. 
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The Congress in 1887 delegated the authority to regulate rail transporta- 
tion rates by creating the Interstate Commerce Commission. In passing upon 
the fairness and reasonableness of a rate; the Commission is required to take into 
consideration many things other than the rate for a similar commodity. Im- 
portant among these are cost of the service to be performed, value of the service 
to the shipper, rates of competing carriers, and adequacy of compensation. 

If the paragraph in question remains in effect, the Postmaster General, rather 
than the ICC, will determine rates for mail transportation by rail and with 
only one criteria—that they not exceed those applicable on express matter. He 
will not be bound, and probably could not even consider, all the other criteria in 
the Interstate Commerce Act by which the Commission is guided in setting 
other railroad rates. This would be contrary to the entire philosophy of trans- 
portation ratemaking as evolved over the years by the agencies of Government 
which have been assigned this important responsibility. 

Such a departure from established ratemaking procedures could produce a 
rate structure which would not cover full costs of service and consequently place 
an undue burden on other users of rail transportation or lead to deficits. The 
appropriate regulatory body, in this case the ICC, has a responsibility for pro- 
tecting the interests of the public in the regulation of transportation charges. 
A comparable responsibility is not placed upon the Postmaster General. 

For these reasons, we urge adoption of H.R. 7055. 


AIR TRANSPORT ASSOCIATION, 
Washington, D.C., June 15, 1960. 
Hon. DALE ALFORD, 
Chairman, Subcommittee on H.R, 70455, Committee on Post Office and Civil 
Service, U.S. House of Representatives, Washington, D.C. 

Dear Mr. CrarrMan: The Air Transport Association of America supports 
passage of H.R, 7055. 

The Air Transport Association of America includes in its membership virtu- 
ally all of the scheduled airlines of the United States. The scheduled airlines, 
in turn, all have had contracts for many years with the Railway Express 
Agency for the joint operation of air express service throughout the United 
States. 

Air express is an important segment of the scheduled airlines’ business and 
of this country’s total transportation service available to the shipping public. 

For these reasons, the Air Transport Association therefore has, on behalf of 
its scheduled airline membership, a definite and justifiable interest in keeping 
the express company in full Operation as a private enterprise on a serviceable 
and profitable basis. 

This bill proposes repeal of section 557 of 39 U.S.C. 5 of the Mail Pay Act 
of 1916, which provides that the Postmaster General shall, from time to time. 
obtain information from the Interstate Commerce Commission on revenues 
received by railroad companies from express companies, and may, at his dis- 
cretion, arrange for the transportation of mail matter other than of the first 
class, at rates not exceeding those reported to him. 

The proposed repeal has been urged by the Interstate Commerce Commission, 
asa part of its legislative recommendations in the Commission's last two annual 
reports. 

It is further understood that the provisions of section 557 have never been 
applied and, in fact, have not been possible of application. 

The Railway Express Agency operates as an agent for the owning and other 
contracting railroads, and as such does not pay rates for the transportation of 
express. Instead, the railroads share in the revenues remaining after all of 
the express company’s own expenses have been paid. 

Under the terms of its new express contract, the express company will pay 
an out-of-pocket cost rate for the transportation of express beginning July 1, 
1961. In addition, the railroad carriers will receive additional payments 
through a share of the revenues remaining after the agency’s express and 
carriers line-haul costs are paid. 

If section 557 remains in force, the Postmaster General will have authority 
to prescribe rates for the transportation of other than first-class mail at the 
same rates as for express matter which, in effect, will give him control of both 
mail and express transportation rates. 
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Moreover, the Postmaster General would thereby be enabled to prescribe rates 
for the transportation of mail at less than full-cost rates, which would place an 
unjust burden on all other classes of rail transportation, or otherwise result 
in further and increased deficits. 

The appropriate regulatory agency—in this case, the ICC—is the proper 
Government body to determine the fair and just compensation for the move- 
ment of mail. Otherwise the customer (the PMG) has complete control of the 
price of the service he buys. 

Obviously, such a situation is incompatible with the principles of the act 
to regulate interstate commerce and the national transportation policy. 

lor these reasons, the Air Transport Association of America urges enactment 
of H.R. 7055 or similar legislation. 

Cordially, 
S. G. Tipron, President. 


ASSOCIATION OF AMERICAN RAILROADS, 
Washington D.C., June 13, 1960. 
Hon. DALE ALFORD 
House of Representatives, 
Washington, D.C. 

DEAR CONGRESSMAN ALFORD: I would like to express the views of the railroad 
industry as represented by the Association of American Railroads on H.R. 7055, 
which is the subject of a hearing on June 15 before a special subcommittee, of 
which you are chairman, of the House Committee on Post Office and Civil Service. 
The railroads strongly urge the enactment of this bill to repeal the provisions 
contained in 39 U.S.C, 557. 

I am sure that all members of the subcommittee are aware of the very serious 
problem facing the railroad industry with respect to their passenger train 
services. The deficits from these services for the past 5 years, computed on the 
formula prescribed by the Interstate Commerce Commission, have been : 


While there has been an improvement in the last 2 years, the loss is still so 
high that it threatens the future of the service. It is of vital importance to the 
industry and to the public that these deficits continue to be substantially reduced. 
Otherwise, it will be impossible for the railroads to continue their present level 
of passenger train service. 

Both express and mail are parts of these services and both contribute sub- 
stantial amounts to the gross revenues of the railroads. It is of the greatest 
importance that adequate revenues be obtained from all branches of the passenger 
train services including mail and express. 

During the last few years the number of dollars received by the railroads 
from express has been substantial, but has not been great enough to cover even 
the bare out-of-pocket costs of the railroads in performing the line-haul service 
required for the transportation of express. By fall of 1958 this situation has 
reached a point where it was evident that the trend could not continue without 
irreparable harm to the rail transportation industry. For a time liquidation 
or nationalization of the express business apepared to be the only alternatives, 
and, undesirable as either of these courses would be, they were preferable to 
the mounting express service deficits. Fortunately, however, as time went on, 
another solution appeared to offer possibility of relief. 

By midsummer of 1959 a great deal of time and effort produced a reorganiza- 
tion plan for the Railway Express Agency which gives hope of successful opera- 
tion, at least to the extent of returning to the railroads their out-of-pocket costs 
of performing their portion of the service. The ultimate success of this plan, 
the first step of which was effective October 1, 1959, is dependent upon several 
factors, one of which is the enactment of H.R. 7055 or similar legislation. 
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The statement that will be presented to your subcommittee by the express com- 
pany explains the past operations of that company and points out the fact that 
the company, under the former method of. operation. could never have a profit 
or a loss. It was assured a break-even status and therefore lacked a basic in- 
centive of private enterprise in this country. It is the opinion of railroad officials 
that this fact was one of the major causes of the severe deterioration in the 
financial results of the express business. It is important that the business be 
put on a basis comparable to that obtaining in American industry generally, i.e., 
that management be required to show a profit or, at the very least, to avoid 
continued losses. In order to do this there must be some kind of a stated charge 
by the railroads to the express company for the line-haul transportation service 
in the movement of express traffic. This stated charge is expected to be made 
effective July 1, 1961, but there is serious doubt that this will be done unless 39 
U.S.C. 557 is repealed. 

The rates for rail transportation of mail are fixed as fair and reasonable by 
the Interstate Commerce Commission after full hearings. They would continue 
to be so fixed if 89 U.S.C. 557 is repealed. Adequate protection against excessive 
charges is provided by the Interstate Commerce Commission to the Post Office 
Department as it is to all other shippers and the provisions of section 557 are 
not necessary to the furnishing of such protection. Moreover, since the char- 
acteristics of service furnished are sufliciently different, there is no compelling 
reason why rates for the transportation of mail should be based on express rates. 
If section 557 remains on the books, the threat will be ever present that efforts 
will be made to have the rates charged by the railroads for transporting mail 
reduced to a lower level. Important as it is that the railroads maximize their 
revenues from express traffic, it is equally important that this result not be 
accomplished by the sacrifice of any of the revenues from the mail traffic. The 
riilroads simply cannot afford to be subjected to the risk of this result. Accord- 
ingly, there is a very grave danger that the new plan for the operation of the 
express business will not be made fully effective. As stated above, this will 
mean that the anticipated increase in revenues from the express business will 
not be realized. 

Last July and August a number of railroad presidents and other railroad 
officials wrote to Congressman Tom Murray, chairman of the House Committee 
on Post Office and Civil Service, on this subject. I understand that these letters, 
which expressed views similar to those above, and which strongly urged enact- 
ment of H.R. 7055 repealing 39 U.S.C. 557, are in the subcommittee’s files. I 
respectfully request that they, together with this letter, be made a part of the 
record of the subcommittee’s hearing. 

Sincerely, 


DANIEL P. Loomis, President. 


NATIONAL ASSOCIATION OF RAILROAD & UTILITIES COMMISSIONERS, 
Washington, D.C., June 14, 1960. 
Re. H.R. 7055. 


Hon. DALE ALFORD, 
Chairman, Subcommittee on H.R. 7055, House Post Office and Civil Service 
Committee, House Office Building, Washington, D.C. 
DEAR CHAIRMAN ALFORD: I understand that hearings are to be held this week 
on H.R. 7055, which would repeal a portion of section 5 of 89 U.S.C. 557. : 
The membership of the National Association of Railroad & Utilities Com- 
missioners embraces the regulatory commissions of the several States with juris- nd 
diction over public utilities and transportation agencies. In August of last 
year our then president, Hon. Matt L. McWhorter, wrote Hon. Tom Murray 
regarding this legislation recommending its enactment. Enclosed is a copy 
of that letter. 


It would be appreciated if this could be called to the attention of your sub- oie 
committee and copy of this correspondence included in the record of your hear- 
ing. 


Thanking you for your cooperation, I remain, 

| Sincerely yours, 

AUSTIN L. ROBERTS, Jr., 
General Solicitor. 
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NATIONAL ASSOCIATION OF RAILROAD & UTILITIES COMMISSIONERS, 
Washington D.C., August 12, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, House Office Building, 
Washington, D.C. 


DEAR CHAIRMAN Murray: AS you would expect, the various State regulatory 
commissions have great interest in the preservation of the Railway Express 
Agency as a nationwide private transportation organization and are, there- 
fore, seriously concerned with H.R. 7055. 

According to information furnished to the State commissions and this asso- 
ciation, a bona fide plan for reorganization and operation of the Railway Ex- 
press Agency has been agreed to by the interested railroad carriers, and that 
plan is now before the Interstate Commerce Commission for approval. 

It is understood further that one of the vital parts of that reorganization 
contract is necessarily predicated upon favorable congressional action upon 
recommendation of the Interstate Commerce Commission to eliminate certain 
features of 39 U.S.C. 557. It is our understanding that the proposed agreement 
cannot be finalized so long as section 557 of 39 U.S.C. remains in effect. ‘There- 
fore, it seems perfectly clear that the unworkable provisions of section 557 must 
be repealed or substantially modified if the Express Agency is to be given more 
than a short lease of life through reorganization as a financially sound nation- 
wide transportation service. Accordingly, it is recommended that section 557 of 
the United States Code be repealed or modified before Congress adjourns this ses- 
sion. 

We are extremely hopeful that the railroads and the Express (Co, will be able 
to proceed promptly with the many phases of the immediate and long-term re- 
organization so that the express business may scon stand on its own feet as is 
contemplated. 

Respectfully, 


Marr L. McWnhorrer, President. 


SEABOARD Arr Ling Rariroap Co., 

Richmond, Va., July 20, 1959. 
Hon. Tom MuRRAY, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 


DEAR CHAIRMAN Murray: It is understood your committee has before it H.R. 
7055, a bill for repeal of certain obsolete provisions in 39 U.S.C. 557. This letter 
is written to urge your early favorable action thereon. 

I believe you are acquainted with the setup of Railway Express Agency and 
know that since March 1, 1929, it has operated as the express department of the 
owning and participating railroads of the United States. The railroads share 
what is left of the express revenues after the expenses of the Express Agency are 
deducted. 

As you doubtless know, a reorganization of Railway Express Agency has been 
underway for quite some time. Only last week in Chicago the railroads unani- 
mously agreed on a new plan that will place the express business in a more 
practical operational form and prevent its disintegration as has been prophesied 
in some quarters. As a matter of fact the repeal or modification of section 557 
so as to remove its application to express companies owned by the railroads is an 
important aspect of the reorganization plan now in the final stage of activation. 
If section 557 is not repealed or appropriately modified, additional problems will 
be created for the Post Office Department and for the Interstate Commerce Com- 
mission and the end result will be additional taxes which I know you want to 
avoid if at all possible. 

I earnestly ask you to give prompt and favorable approval to H.R. 7055 or to 
appropriate modification thereof to make it inapplicable to railroad-owned ex- 
press companies. Should you desire any further information from me, TI would 
be only too happy to comply with your request. 

Yours very truly, ; 
Joun W. Suitrn, President. 
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CHICAGO, MILWAUKEE, St. & Paciric Ratmroaps Co., 
Chicago, Lll., July 28, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 

My Dear Mr. Murray: Your committee is considering H.R. 7055, providing for 
the repeal of 39 U.S.C., section 557, which relates to the duty of furnishing in- 
formation to the Postmaster General by the Interstate Commerce Commission 
regarding revenue received by railroads from “express companies” for the trans- 
portation of express matter. 

When section 557 was enacted. several express companies existed. each main- 
taining contractual relations with different railroads. The express business of 
the railroads has been conducted since 1939 by the railroad-owned express com- 
pany, Railway Express Agency. Revenue received by the railroads from the 
express agency is not based on a rate per unit of railroad service; the railroads 
receive from their express business the amount of express revenue remaining 
after the agency’s costs have been withheld, rendering section 557 inapplicable. 

The owning railroads and parties to the express agreement have agreed on a 
new contract which will permit the Express Agency to be reorganized on a more 
acceptable basis. I feel that repeal of section 557, or modification thereof to 
Clarify its inapplicability to express companies owned or controlled by the rail- 
roads, is essential for successful reorganization of the Express Agency Opera- 
tions. 

J respectfully urge that you give prompt, and I hope favorable, consideration 
to enactment of H.R. TO55. 

Yours very sincerely, 
J. QUINN, President. 


WABASH RAILROAD Co., 
St. Louis, Mo., July 27, 1959. 
Hon. Tom MouRRAY, 


Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN: I am writing to urge favorable action by the House Post 
Office and Civil Service Committee on H.R. 7055, a bill to repeal certain obsolete 
provisions in title 39, United States Code, section 557. 

The reasons for such repeal are succinctly stated by the Interstate Commerce 
Commission in its 72d annual report at page 143. There are no longer competitive 
express companies. Instead, there is one company, Railway Express Agency, 
Inec., which is owned by the express-carrying roads of the United States. The 
owner carriers share in the excess, if any, of the revenues after the expenses of 
the agency are deducted. 

As you have read, the company has been reorganized following a long study. 
The reorganized company will be better able to serve the public if its obligation 
to report, as required by section 557, is lifted. 

Needless to say, if there is any further information you desire from me, I 
shall be happy to write you further. 

Very truly yours, 
HERMAN H. PEvVrER, President. 


THE NEw York, Cuicaco & St. Louts RAILROAD Co., 
Cleveland, Ohio, July 24, 1959. 
Hon. Tom Murray, 
House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN MurRRAY: I am asking you for favorable consideration of 
H.R. 7055, which, I understand, is now before your committee. 

The Interstate Commerce Commission recommended repeal of section 557, title 
39 of the United States Code, which is the subject of H.R. 7055. in order to 
remove nrovisions enacted in 1916 and which have long since been obsolete and 
impossible of observance. 

Under the present method of operation, the express agency is in fact the 
express department of the owning and particinating railroads. Since the Rail- 
way Express Agency began operations on March 1, 1929, the railroads have not 
been paid a “rate.” Instead, they have received for the carriage of express 
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traffic handled by their own agency the revenues remaining after all of the 
expenses of operating the Railway Express Agency have been met. 

Another very compelling reason for prompt repeal of section 557 is the fact 
that a proposed reorganization of the express operating agency, which was 
unanimously approved last week by all railroads involved, is predicated on the 
repeal of the requirements in section 557. Repeal or modification to make the 
section inapplicable to express operations by railroad owned or controlled ex- 
press companies is important to avoid an intolerable burden on the railroads, the 
railroad-owned express agency, the Interstate Commerce Commission, and the 
Post Office Department, and to avoid the higher costs and taxes that would 
result because of the additional burden on the Government agencies. 

I earnestly and respectfully urge favorable consideration during this present 
session of Congress. 

Sincerely yours, 
F. S. Hates, President. 


READING Co., 
Philadelphia, Pa., July 21, 1959. 
Hon. MurRRAY 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 

DEAR CHAIRMAN MvrRRAyY: I am writing in support of H.R. 7055 which would 
repeal certain obsolete provisions in title 39, United States Code, section 557. 

Railway Express Agency is owned and operated by participating railroads 
of the United States and, as you know, the railroads share what is left of the 
express revenues after the expenses of the agency are deducted. 

The agency is undergoing a reorganization which it is believed will enable 
it to continue to operate as a private organization. The repeal or modification 
of section 557 as proposed is an important part of the reorganization plan for 
the agency. If section 557 is not repealed or appropriately modified, addi- 
tional problems will be created which may adversely affect the reorganization 
with the end result that an additional tax burden may be cast on the people 
of the country. Accordingly, I earnestly urge prompt and favorable action on 
H.R. 7055 so as to make section 557 inapplicable to railroad owned express 
companies. 

Yours truly, 
J. A. Fisuer, President. 


ILLINOIS CENTRAL RAILROAD, 
Chicago, Iil., July 23, 1959. 
Hon. ToM MuRRAY 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN Murray: If I am correctly informed, there is now before 
your committee a bill, H.R. 7055, which has for its purpose repeal of certain 
provisions in title 39, United States Code, section 557, which are obsolete be- 
cause there is now but one express company. 

The bill I refer to is of concern to the Railway Express Agency, which I am 
sure you know operates as the express section of some 170 railroads which own 
it. After providing for its operating expenses, the agency shares what express 
revenue remains, if any, with the railroad owners. The agency has not been 
doing well. The railroads have recently taken steps to reorganize it, and save 
it from liquidation. In this connection, the repeal or modification of section 
557 to remove its application to express companies owned by the railroads is 
of vital importance. If section 557 is not repealed or modified it is very likely 
that the Post Office Department, as well as the Interstate Commerce Commis- 
sion, will be faced with numerous new problems. Also, there will be added 
costs, as well as taxes which certainly ought not be increased. 

H.R. 7055 is of great importance to the industry, and I strongly urge that 
your committee give it favorable consideration and endeavor to obtain passage 
of it in this session of Congress. Your interest and assistance will be greatly 
appreciated. 

With best wishes, 

Sincerely yours, 


W. A. JOHNSTON, President. 
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CHICAGO, BURLINGTON & QuINCY RAILROAD Co., THE COLORADO & 
SouTHERN RaAILway Co., Fort WortH & DENVER RAILWAY Co., 
Chicago, Ill., July 21, 1959. 
Hon. Tom Murray, 
House Office Building, 
Washington, D.C. 


Dear Mr. Murray: In your important position as chairman of the House 
Post Office and Civil Service Committee, you are, of course, aware of the many 
serious problems which now confront the Railway Express Agency. 

One of these problems arises from section 5 of the act of July 28, 1916, as 
amended (39 U.S.C., sec. 557), which requires the Interstate Commerce Com- 
mission to furnish certain information to the Postmaster General with respect 
to revenue received by railroads from transportation of express. 

This statute ought to be repealed, or, at the very least, modified to make it 
inapplicable to express companies owned or controlled by the railroads. I 
understand that H.R. 7055, now pending before your committee, would accom- 
plish this result. 

Won’t you please use your influence to bring about early enactment of H.R. 
7055—or such modification of that bill as will make it clear that section 557 does 
not apply to the Railway Express Agency? 

Very truly yours, 


H. G. Murpny, President. 


Tne Texaco & Paciric RAILWAY Co., 
Dallas, Tex., July 21, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, 
Washington, D.C. 


DEAR CHAIRMAN Murray: It is understood your committee has before it H.R. 
7055, a bill for repeal of certain obsolete provisions in 89 U.S.C. section 557. 
This letter is written to urge your early favorable action thereon. 

I believe you are acquainted with the setup of Railway Express Agency and 
know that since March 1, 1929, it has operated as the express department of the 
owning and participating railroads of the United States. The railroads share 
what is left of the express revenues after the expenses of the express agency 
are deducted. 

As you doubtless know, a reorganization of Railway Express Agency has been 
underway for quite some time. Only last week in Chicago the railroads unani- 
mously agreed on a new plan that will place the express business in a more 
practical operational form and prevent its disintegration as has been prophesied 
in some quarters. As a matter of fact the repeal or modification of section 557 
so as to remove its application to express companies owned by the railroads is 
an important aspect of the reorganization plan now in the final stage of activa- 
tion. If section 557 is not repealed or appropriately modified, additional prob- 
lems will be created for the Post Office Department and for the Interstate 
Commerce Commission and the end result will be additional taxes which I know 
you want to avoid if at all possible. 

I earnestly ask you to give prompt and favorable approval to H.R. 7055 or to 
appropriate modification thereof to make it inapplicable to railroad-owned 
express companies. Should you desire any further information from me, I would 
be only too happy to comply with your request. 

Sincerely yours, 
J. T. Suces, President. 


THE NEw YorkK, NEW HAVEN & HARTFORD RAILROAD Co., 
New Haven, Conn., July 21, 1959. 


Hon. Tom MuvuRRAY, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN Murray: I understand that you have been under the im- 
pression that modification of section 557 of 39 U.S.C. is not too important to the 
railroads. Apparently, you have reached this impression by reason of the fact 
that none of the railroads have communicated with you regarding H.R. 7055. 
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In view of the above circumstances, I think I should tell you that it is very 
important from the railroad point of view, that section 557 title 39 of the United 
States Code be repealed. As you probably know, the Railway Express Agency 
is now being operated by the participating railroads who are receiving only 
revenues after the express agency's expenses have been paid. 

I assume that you are familiar with the fact that the railroads have been 
considering a complete reorganization of the Rai!way Express Agency, and that 
last week a reorganization was approved on condition that requirements of sec- 
tion 557 of title 39 be repealed by the Congress. Obviously, failure to enact H.R. 
7055 would be extremely burdensome to the railroads who participate in the 
operation of the express agency and would adversely affect the reorganization 
which is regarded as essential not only to the participating carriers but to the 
public. 

Respectfully, 
C. C, SHANNON, 
Executive Vice President and General Manager. 


Soo LINE RAILROAD, 
Minneapolis, Minn., July 21, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN Murray: This letter is written to urge your favorable aud 
early consideration of H.R. 7055 which I understand is now before your 
committee. 

You undoubtedly know that the Interstate Commerce Commission recom- 
mended repeal of section 557, title 39 of the United States Code which is the 
subject of H.R. 7055, in order to remove provisions enacted in 1916 whieh have 
long since been obsolete and impossible of observance. Under the present method 
of operation the express agency is in fact the express department of the owning 
and participating railroads. Since the Railway Express Agency began operations 
on March 1, 1929, the railroads have not been paid a “rate.” Instead they have 
received for the carriage of express traffic handled by their own agency the 
revenues remaining after all of the expenses of operating the Railway Express 
Agency have been met. 

Another very compelling reason for prompt repeal of section 557 is the fact that 
a proposed reorganization of the express operating agency, which was unani- 
mously approved last week by all railroads involved is predicated on the repeal 
of the requirements in section 557. Repeal or modification to make the section 
inapplicable to express operations by railroad-owned or controlled express com- 
panies is important to avoid an intolerable burden on the railroads, the railroad- 
owned express agency, the Interstate Commerce Commission and the Post Office 
Department, and to avoid the higher costs and taxes that would result because 
of the additional burden on the Government agencies. 

I earnestly and respectfully urge favorable consideration during this present 
session of Congress. 

Yours truly, 


G. A. MAcNAMARA, President. 


THE DELAWARE & HUDSON RAILROAD CorpP., 
New York, N.Y., July 21, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 


Drar Mr. CHAIRMAN: This has reference to H.R. 7055, a bill to repeal section 5 
of the act of July 28, 1916, which has to do with the Interstate Commerce Com- 
mission furnishing information to the Postmaster General with respect to reve- 
nue received by railroads from express companies for the transportation of 
express matter. 

In the 483 years which have ensued since the enactment of 39 U.S.C. section 557 
there has been a vast change. Then a number of express companies existed. For 
the last 30 years, however, Railway Express Agency (owned by the railroads) 
has conducted express business for them. Compensation received by the rail- 
roads from the express agency is not based on rate per unit of rail service. The 
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railroads receive from the agency the amount of express revenue remaining after 
the agency’s costs have been withheld, so that section 557 has not been applicable. 

Recently there has been great danger that Railway Express Agency might be 
liquidated or sold. Now, however, a new contract has been agreed to which will 
permit the express agency to be reorganized on a more acceptable basis. It is 
important now that section 557 be repealed or that it be modified so that it is not 
applicable to express companies owned or controlled by the railroads. If not 
repealed or modified additional problems will be created for the railroads and the 
express company and also for the Post Office Department resulting in added costs 
and taxes. 

May we urge, therefore, that you give favorable consideration as promptly as 
possible to passage of H.R. 7055 during the current session of Congress. 

Yours very truly, 
Wuirte, President. 


THE KANSAS SourHERN Co., 
LOUISIANA & ARKANSAS RAILWAY Co., 
Kansas City, Mo., July 21, 1959. 
Hion. ‘TOM MURRAY, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 

DEAR Mr. CHAIRMAN: It is my understanding that your committee has for 
consideration H.R. 7055, a bill to repeal the provisions of section 5 of the act of 
July 28, 1916, as amended (389 U.S.C., sec. 557), relating to the furnishing of 
information to the Postmaster General by the Interstate Commerce Commission 
with respect to revenue received by railroads from express companies for the 
transportation of express matter. 

At the time of enactment of section 557 several express companies existed, 
each of which maintained contractual relations with different railroads. Since 
March 1929 the railroad-owned express company (Railway Express Agency) 
has conducted the express business for the railroads. The moneys received by 
the railroads from the express company are not based on a rate per unit of rail- 
road service. That is, the railroads receive from their express business the 
amount of express revenue remaining after the express agency’s costs have been 
withheld so that section 557 has not been applicable. 

The owning railroads and other parties to the express agreement have agreed 
on a new contract that will permit the express company to be reorganized on a 
more acceptable basis. It is my conviction that repeal of section 557 or, at the 
very least, modification to make it inapplicable to express companies owned or 
controlled by the railroads, is essential for the successful reorganization of the 
express company operations. If not repealed or modified, there will be many 
and great additional problems created not only for the railroads and the express 
company but also for the Post Office Department and for the Interstate Commerce 
Commission, resulting in added costs and taxes. 

It is respectfully urged that you give prompt and favorable consideration to 
passage of H.R. 7055 in the current session of Congress. 

Sincerely, 
W. N. Deramus, President. 


RAILROAD Co., 
Cleveland, Ohio, July 21, 1959. 
Hon. Tom MurRRAY, 
Chairman, House Post Office and Civil Service Committee, House Office Building, 
Washington, D.C. 


DEAR CONGRESSMAN Murray: This letter is written to urge your favorable 
and early consideration of H.R. 7055 which I understand is now before your 
committee. 

You undoubtedly know that the Interstate Commerce Commission recom- 
mended repeal of section 557, title 39 of the United States Code which is the 
subject of H.R. 7055, in order to remove provisions enacted in 1916 which have 
long since been obsolete and impossible of observance. Under the present meth- 
od of operation the express agency is in fact the express department of the 
owning and participating railroads. Since the Railway Express Agency began 
operations on March 1, 1929, the railroads have not been paid a “rate.” In- 
stead they have received for the carriage of express traffic handled by their 
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own agency the revenues remaining after all of the expenses of operating the 
Railway Express Agency have been met. 

Another very compelling reason for prompt repeal of section 557 is the fact 
that a proposed reorganization of the express operating agency, which was 
unanimously approved last week by all railroads involved, is predicated on the 
repeal of the requirements in section 557. Repeal or modification to make the 
section inapplicable to express operations by railroad-owned or controlled ex- 
press companies is important to avoid an intolerable burden on the railroads, 
the railroad-owned express agency, the Interstate Commerce Commission, and the 
Post Office Department, and to avoid the higher costs and taxes that would re- 
sult because of the additional burden on the Government agencies. 

I earnestly and respectfully urge favorable consideration during this present 
session of Congress. 

Yours very truly, 
H. W. Von WILLER, President. 


DULUTH, SOUTH SHORE & ATLANTIC RAILROAD Co., 
Minneapolis, Minn., July 21, 1959. 
Hon, Tom MurrRay, 
Chairman, House Post Office and Civil Service Committee, House Office Building, 
Washington, D.C. 

Dear CONGRESSMAN MurRrAY: This letter is written to urge your favorable and 
early consideration of H.R. 7055 which I understand is now before your com- 
mittee. 

You undoubtedly know that the Interstate Commerce Commission recom- 
mended repeal of section 557, title 39 of the United States Code which is the 
subject of H.R. 7055, in order to remove provisions enacted in 1916 which have 
long since been obsolete and impossible of observance. Under the present meth- 
od of operation the express agency is in fact the express department of the 
owning and participating railroads. Since the Railway Express Agency began 
operations on March 1, 1929, the railroads have not been paid a “rate.”  In- 
stead they have received for the carriage of express traffic handled by their 
own agency the revenues remaining after all of the expenses of operating the 
Railway Express Agency have been met. 

Another very compelling reason for prompt repeal of section 557 is the fact 
that a proposed reorganization of the express operating agency, which was 
unanimously approved last week by all railroads involved, is predicated on the 
repeal of the requirements in section 557. Repeal or modification to make the 
section inapplicable to express operations by railroad-owned or controlled ex- 
press companies is important to avoid an intolerable burden on the railroads, 
the railroad-owned express agency, the Interstate Commerce Commission and the 
Post Office Department, and to avoid the higher costs and taxes that would 
result because of the additional burden on the Government agencies. 

I earnestly and respectfully urge favorable consideration during this present 
session of Congress. 

Yours very truly, 
LEONARD H. Murray, President. 


THE DELAWARE, LACKAWANNA & WESTERN RAILROAD Co., 
New York, N.Y., July 20, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Biulding, Washington, D.C. 

DEAR CONGRESSMAN Murray: This letter is written to urge your favorable 
and early consideration of H.R. 7055 which I understand is now before your 
committee. 

You undoubtedly know that the Interstate Commerce Commission recom- 
mended repeal of section 557, title 39 of the United States Code which is the sub- 
ject of H.R. 7055, in order to remove provisions enacted in 1916 which have long 
since been obsolete and impossible of observance. Under the present method 
of operation the express agency is in fact the express department of the owning 
and participating railroads. Since the Railway Express Agency began opera- 
tions on March 1, 1929, the railroads have not been paid a “rate.” Instead they 
have received for the carriage of express traffic handled by their own agency 
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the revenues remaining after all of the expenses of operating the Railway 
Express Agency have been met. 

Another very compelling reason for prompt repeal of section 557 is the fact 
that a proposed reorganization of the express operating agency, which was unan- 
imously approved last week by all railroads involved, is predicated on the 
repeal of the requirements in section 557. Repeal or modification to make the 
section inapplicable to express operations by railroad-owned or controlled 
express companies is important to avoid an intolerable burden on the railroads, 
the railroad-owned Express Agency, the Interstate Commerce Commission and 
the Post Office Department, and to avoid the higher costs and taxes that would 
result because of the additional burden on the Government agencies. 

I earnestly and respectfully urge favorable consideration during this present 
session of Congress. 

Very truly yours, 
P. M. SHOEMAKER, President. 


WRIGHTSVILLE & TENNILLE RAILROAD Co. 
WADLEY SOUTHERN RaiILway Co. 
LOUISVILLE & WAbDLEY Rarmroap Co. 
Dublin, Ga., July 20, 1959. 
Hon. Tom Murray, 
Yhairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 

DEAR CHAIRMAN Murray: It is understood your committee has before it H.R. 
7055, a bill for repeal of certain obsolete provisions in 89 U.S.C. 557. This 
letter is written to urge your early favorable action thereon. 

I believe you are acquainted with the setup of Railway Express Agency and 
know that since March 1, 1929, it has operated as the express department of the 
owning and participating railroads of the United States. The railroads share 
what is left of the express revenues after the expenses of the express agency 
are deducted. 

As you doubtless know, a reorganization of Railway Express Agency has been 
underway for quite some time. Only last week in Chicago the railroads un- 
animously agreed on a new plan that will place the express business in a more 
practical operational form and prevent its disintegration as has been prophesied 
in some quarters. As a matter of fact the repeal or modification of section 557 
so as to remove its application to express companies owned by the railroads is 
an important aspect of the reorganization plan now in the final stage of activa- 
tion. If section 557 is not repealed or appropriately modified, additional prob- 
lems will be created for the Post Office Department and for the Interstate 
Commerce Commission and the end result will be additional taxes which I 
know you want to avoid if at all possible. 

I earnestly ask you to give prompt and favorable approval to H.R. 7055 or to 
appropriate modification thereof to make it inapplicable to railroad-owned ex- 
press companies. Should you desire any further information from me, I would 
be only too happy to comply with your request. 

Respectfully yours, 
J. L. MCMILLAN, 
President and General Manager. 


THE LONG ISLAND Roan, 
Jamaica Station, Jamaica, N.Y., July 23, 1959. 
Hon. Tom MurRRAyY, 
Chairman, House Post O fice and Civil Service Committee, 
House Office Building, Washington, D.C. 

Dear Mr. CHAIRMAN: H.R. 7055, a bill to repeal the provisions of section 5 of 
the act of July 28, 1916, as amended, (39 U.S.C. 557) is under the consideration 
of your committee. When section 557 was enacted, several separate express 
companies operated under contractual agreements with different railroads. 

The Railway Express Agency has operated the express business for the rail- 
roads since March 1929. The revenue received by the railroads from this ex- 
press business is not predicated upon a rate per unit of railroad service. This 
revenue is the amount received by the agency for performing express service 
less the agency's costs. Under this arrangement, section 557 has not been ap- 
plicable. 
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A new contract permitting reorganization of the express company has been 
agreed upon by the owning railroads and other parties to the express agreement. 
This contemplates that the agency will eventually buy rail transportation on a 
enr-foot-mile basis. Repeal of section 557, or modification to make it inapplicable 
to express companies owned by the railroads, is necessary for success of the new 
arrangements. 

If this section of the law is not repealed or modified, there will be additional 
problems not only for the railroads and the express company, but also for the 
Post Office Department and the Interstate Commerce Commission. I am con- 
fident that if this legislative relief is not forthcoming, many of the anticipated 
benefits will be jeopardized. 

Under these circumstances, 1 respectfully urge you to give prompt and favor- 
able consideration to passage of H.R. 7055 in the current session of Congress. 

Sincerely, 
THOMAS GoopFELLow, 
President and General Manager. 


OENTRAL OF GEORGIA RAILWAY Co., 
Savannah, Ga., July 24, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 

Drak Mr. CHAIRMAN: I strongly urge you to give prompt, favorable consider- 
ation to passage of H.R. 7055 in the current session of Congress. 

The repeal of section 557 of 39 United States Code, for which H.R. 7055 is 
designed, is of vital importance to the railroads, the Post Office Department, the 
Interstate Commerce Commission, and the general public in the reorganization of 
express company operations. 

When section 557 was enacted, several express companies existed, each 
maintaining contractual relations with different railroads. Since March 1929, 
the railroad-owned express company—Railway Express Agency—has conducted 
the express business for the railroads. Section 557 has not been applicable since 
that time. 

It is my conviction that repeal of section 557 or, at the very least, modification 
to make it inapplicable to express companies owned or controlled by the rail- 
roads, is essential. 

I urge your favorable consideration of H.R. 7055. 

Sincerely yours, 


W. E. 
President and General Manager. 


SOUTHERN PACcIFIc Co., 
San Francisco, Calif., July 28, 1959. 

Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 

DEAR CHAIRMAN Murray: I am writing you in connection with H.R. 7055, 
a bill for repeal of certain provisions of title 89, United States Code, section 557. 

Under contractual agreement with its railroad owners the Railway Express 
Agency is operated as the express department of such railroads and in that ca- 
pacity earns no net income but turns over to the railroads any balance left 
from express revenues after deducting the expenses of operating the agency. 

You are undoubtedly aware of the difficulties which have beset the agency 
in recent years, growing out of substantial increases in its cost of operation with- 
out corresponding increases in gross revenue. The resulting reduction in pay- 
ménts to contract railroads for transporting express led to dissatisfaction on the 
part of many of the railroads to a point where continued existence of the agency 
was in doubt. The possibility of meeting the agency’s problem by reorganiza- 
tion or other means has been under study for.quite some time and finally, after 
earefully considering various proposals, the railroads last week reached unani- 
mous agreement on a new reorganizational plan for continuing the existence of 
the agency and placing its operations on a more_efficient and practical basis. 

One of the more important parts of the plan of reorganization is contingent 
upon repeal or modification of section 557 so as to make it inapplicable to express 
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companies owned or controlled by the railroads. In the event section 557 is not 
repealed or modified, the effect on the future operations of the agency might 
give rise to a situation which would create problems for the Post Office Depart- 
ment and for the Interstate Commerce Commission. 

In the circumstances and in view of its importance to both the Railway Ex- 
press Agency and the railroad industry, I urge that you give favorable consid- 
eration to H.R. 7055. 

Very truly yours, 
D. J. President. 


Boston & MAINE RAILROAD, 
Boston, Mass, July 22, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 


DeAR Mr. CHAIRMAN: I understand that your committee has for considera- 
tion H.R. 7055, a bill to repeal the provisions of section 5 of the act of July 
28, 1916, as amended (39 U.S.C. 557) relating to the furnishing of information 
to the Postmaster General by the Interstate Commerce Commission with respect 
to revenue received by railroads from express companies for the transportation 
of express matter. 

At the time of enactment of section 557 several express companies existed, each 
of which maintained contractual relations with different railroads. Since March 
1929 the railroad-owned express company (Railway Express Agency) has con- 
ducted the express business for the railroads. The moneys received by the rail- 
roads from the express company are not based on a rate per unit of railroad 
service, That is, the railroads receive from their express business the amount of 
express revenue remaining after the Express Agency’s costs have been with- 
held so that section 557 has not been applicable. 

The owning railroads and other parties to the express agreement have agreed 
on a new contract that will permit the express company to be reorganized on 
a more acceptable basis. It is my conviction that repeal of section 557, or at the 
very least, modification to make it inapplicable to express companies owned 
or controlled by the railroads, is essential for the successful reorganization of 
the express company operation. If not repealed or modified there will be many 
and great additional problems created not only for the railroads and the ex- 
press company but also for the Post Office Department and for the Interstate 
Commerce Commission, resulting in added costs and taxes. 

I respectfully urge you to give prompt and favorable consideration to the 
passage of H.R. 7055 in the current session of Congress. 

Sincerely, 
PatTRIcK B. McGINNIs, President. 


THE CHESAPEAKE & OHIO RAILWAY Co., 
Cleveland, Ohio, July 21, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, House Office Build- 
ing, Washington, D.C. 

DEAR Mr. CHAIRMAN: I understand your committee has under consideration 
a bill, H.R. 7055, to repeal 39 U.S.C. 557. 

Section 557 creates problems for the railroads, the Railway Express Agency, 
the Post Office Department and the Interstate Commerce Commission, which 
will interfere with the success of the proposed reorganization of the Railway 
Express Agency. 

We urge your favorable consideration of either H.R. 7055 or of a modification 
of section 557 so as to make it inapplicable to express companies owned or 
controlled by railroads. 

Sincerely yours, 
WaALter J. Tuony, President. 
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Pactric Ratroap Co., 
St. Louis, Mo., July 22, 1959. 
Hon. Tom MurRRaAy, 
Chairman, House Post Office and Civil Service Committee, House Office Build- 
ing, Washington, D.C. 

DEAR CONGRESSMAN Murray: Early enactment of H.R. 7055 is of the utmost 
importance to the railroads of the country. 

The repeal of section 557, title 39, of the United States Code in order to 
remove provisions enacted in 1916 which have long since become obsolete and 
impossible of observance which is the subject of H.R. 7055 has been recom- 
mended by the Interstate Commerce Commission. Since March 1, 1929, when 
the Railway Express Agency began operations, the railroads have not been paid 
a “rate” and the agency has to all intents and purposes been the express de- 
partment of the participating railroads. The compensation which the railroads 
have received has been the revenues remaining after all of the expenses of oper- 
ating the Railway Express Agency have been met. 

Since the Railway Express Agency is currently undertaking a reorganization 
which is predicated on the repeal of the requirements of section 557, prompt 
action is necessary. Failure to repeal section 557 or modify it in order to make 
it inapplicable to express operations by railroad owned or controlled express 
companies is important to avoid an almost impossible burden on the railroads, 
the railroad-owned express agency, the Post Office Department, and the Inter- 
state Commerce Commission and to avoid taxes and higher costs that would 
result because of the additional burden on Government agencies. 

Your favorable consideration of this bill will be sincerely appreciated. 

Sincerely yours, 
L. DEARMONT, President. 


CHICAGO GREAT WESTERN RAILWAY Co., 
Kansas City, Mo., July 21, 1959. 
Hon. Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, .0.C. 


DuaR Mr. CHAIRMAN: It has come to my attention that your committee is 
giving consideration to H.R. 7055, a bill to repeal provisions of section 5 of the 
act of July 28, 1916, as amended (39 U.S.C. 557), with respect to the Interstate 
Commerce Commission furnishing information to the Postmaster General rela- 
tive to revenue received by railroads from express companies for transporta- 
tion of express matter. 

As you probably realize, several express companies were in existence when 
section 557 was originally enacted and each maintained contractual relations 
with various railroads. Since March 1929, the Railway Express Agency, a 
railroad-owned express company, has conducted the express business for the 
railroads. Moneys received by the railroads from the Railway Express Agency 
are not based on a rate per unit of railroad service—the railroads receive from 
their express business the amount of express revenue remaining after the ex- 
press agency’s costs have been withheld, so that section 557 has not been 
applicable. 

Parties to the express contract have recently agreed upon terms of a new 
contract that will permit the Railway Express Agency to be reorganized on a 
more acceptable basis. I am firmly convinced that repeal of section 557 or, 
at the very least, modification to make it inapplicable to express companies 
owned and controlled by the railroads, is essential for the successful reorganiza- 
tion of the express company operations—if not repealed or modified, numerous 
and serious additional problems will be created, not only for the railroads and 
the express company, but also for the Post Office Department and for the Inter- 
state Commerce Commission, resulting in additional costs and taxes. 

Prompt and favorable consideration to the passage of H.R. 7005 in the cur- 
rent session of Congress is respectfully urged by the undersigned in behalf 
of this and other interested railroad companies. 

Sincerely, 


BE. T. Remy, 
Chairman of the Board and President. 


wee 
‘ 
| 


FURNISHING INFORMATION TO POSTMASTER GENERAL BYICC 63 


Sr. Lovis-San Francisco Ratway Co., 
St. Louis, Mo., July 22, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 

DEAR CHAIRMAN Murray: I have been informed that H.R. 7055 is under con- 
sideration by your committee. This bill, if passed, will repeal specified obso- 
lete provisions in 39 U.S.C. 557. I am writing to urge upon you early and favor- 
able action on H.R. 7055. 

The railway companies which own the Railway Express Agency have incurred 
serious difficulties in operation of the express agency. It has been operated 
since Mar. 1, 1929, as an agency of the railroads of the United States which own 
its stock and participate in its operation. The expenses of the express agency 
are deducted from its revenues and the balance is paid over to the railroads. 

As a result of the unfavorable financial operations of the Railway Express 
Agency, serious readjustments have been under consideration for some time 
and only last week a new plan was agreed upon which it is hoped will pro- 
vide for a more practical operation and prevent possible disintegration of the 
agency. The repeal of section 557 as contemplated by H.R. 7055 has important 
bearing under the new plan now agreed to with respect to the Railway Express 
Agency. If section 557 is not repealed or suitably modified, additional problems 
will be created for the Post Office Department and Interstate Commerce Com- 
mission. This would almost inevitably result in additional taxes which I am 
sure you agree should be avoided if they can possibly be. 

We respectfully urge you, therefore, to give prompt and favorable consideration 
to H.R. 7055, or to a modification thereof, making it inapplicable to railroad- 
owned express companies. 

With best wishes. 

Sincerely, 
CLARK HUNGERFORD, President. 


ATLANTIC Coast LINE RAILROAD Co., 
Wilmington, N.C., July 22, 1959. 
Hon. ToM MuRRAY, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN: There are sO many matters before the Congress affecting 
the railroad industry directly or indirectly that it is somewhat difficult for me 
to keep properly informed, but my attention has been called to H.R. 7055 which 
I understand is now before your committee. 

As I understand this measure, it would repeal section 557 of title 39, United 
States Code relating to revenues received by railroad from express companies for 
the transportation of express matter. This section was adopted, so I am told, in 
1916 when there were a number of express companies each of which had separate 
and different relations with railroads in different areas. Since March 1929, the 
railroads have owned the Railway Express Agency and the only revenue received 
has been that remaining after all costs were withheld and under those conditions, 
of course, this section has not been applicable. 

A new setup is now being arranged that we hope will be more acceptable to 
all concerned and which we hope will enable the express agency to perform a 
better service and at least earn the expenses of its operations. Repeal of section 
557 would be very helpful in this undertaking. If this statute remains in effect, 
it will only create additional difficulties for the railroads and the express agency 
as well as the Interstate Commerce Commission and the Post Office Department. 

It is therefore my hope that you will see fit to support the approval of this 
bill in your committee and its passage in the current session of the Congress. 

Sincerely yours, 


W. THOMAS Rice, President. 
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FLoRIDA East Coast RAILWAY Co., 
Jacksonville, Fla., July 22, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 

DEAR Mr. Murray: AS you know, 39 U.S.C.A. 557 provides: 

“The Postmaster General shall, from time to time, request information from 
the Interstate Commerce Commission as to the revenue received by railroad 
companies from express companies for services rendered in the transportation 
of express matter, and may, in his discretion, arrange for the transportation of 
mail matter other than of the first class at rates not exceeding those so ascer- 
tained and reported to him, and it shall be the duty of the railroad companies to 
carry such mail matter at such rates fixed by the Postmaster General.” 

There is now before your committee H.R. 7055 which modifies this statute so 
as to make it inapplicable to those express companies owned or controlled by 
railroads. 

I am informed that the Interstate Commerce Commission recommends repeal 
of this statute as obsolete and impossible of observance, since the Railway Ex- 
press Agency, Inc., is in fact the express department of the railroads who own it. 

In addition a proposed reorganization of the Express Agency is now near 
fruition and this reorganization is predicated on the repeal of the regulations 
in section 557. 

The present statute if enforced, places an intolerable burden on the railroads, 
the Express Agency, Interstate Commerce Commission, and the Post Office 
Department. 

As trustees of the Florida East Coast Railway Co. may we earnestly urge 
prompt and favorable action on H.R. 7055. This is a matter of great importance 
to the railroads and to the Florida East Coast in particular. 

With kind regards, we are, 

Yours very truly, 
J. TURNER BUTLER, 
WILLIAM A. HALLOWEs, 
Trustees. 
By J. TURNER BUTLER. 


ATLANTA & WEST Point Ratt Roap Co., 
THE WESTERN RAILWAY OF ALABAMA, 
GEORGIA RAILROAD, 


Atlanta, Ga., Juiy 20, 1959. 
Hon. Tom Murray, 


Chairman, House Post Office and Civil Service Committee, 
US. House of Representatives, Washington, D.C. 


Dear Mr. Murray: Referring to H.R. 7055, now before your committee, it is 
my understanding this bill provides for repeal of provisions of the act of July 
28, 1916, as amended, requiring the furnishing of certain information by Inter- 
state Commerce Commission to the Post Office Department respecting revenue 
received by railroads from express companies. 

You, of course, are aware of the fact that at time of enactment of section 
557 there were several express companies in existence, which condition no longer 
exists because of organization of Railway Express Agency, Inc., owned by the 
railroad industry, which organization has been in existence since March 1929. 
You, too, I am sure, are aware of some of the problems faced by Railway Express 
Agency, Inc., as well as the railroad industry generally. At long last the own- 
ing railroads and other parties to the existing arrangement have agreed upon a 
new contract with Railway Express Agency, Inc. This will permit the agency to 
be reorganized and to better serve the industry and the public. We feel very 
strongly that legislation such as that provided in H.R. 7055 is essential for the 
reorganization and continued successful operation of our express business. If 
section 557 is not repealed, there will be many burdensome additional problems 
created not only for us and Railway Express Agency but also for the Post Office 
Department and the Interstate Commerce Commission, requiring added costs 
and taxes. 
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I respectfully urge you and your committee to give favorable consideration 
to passage of H.R. 7055 at the earliest possible moment. 
Very truly yours, 
J.C. Mrxon, 
President-General Manager. 


MAINE CENTRAL RAILROAD Co., 
Portland, Maine, July 20, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN Murray: This railroad is very much interested in con- 
tinuance of the Railway Express Agency and in handling express for it, and 
therefore we are extremely concerned with respect to section 557, title 39, of 
the United States Code and hope that it can be amended as proposed by H.R. 
7055. 

As you know, the future of the agency has recently been in jeopardy, but 
differences have now been resolved, the foundations for a new and improved 
contract have been laid and we look forward to a much more economic opera- 
tion, better handling, more revenue for the railroads and improved service to 
the public. These possible objectives cannot be accomplished unless the section 
referred to is repealed. 

There is a great deal at stake in this matter, and I cannot urge upon you 
too strongly the desirability of favorable consideration in the direction of repeal 
at this session of Congress. 

Yours respectfully, 
E. SPENCER MILLER, President. 


THE DENVER & RIO GRANDE WESTERN RAILROAD Co., 
Denver, Colo., July 20, 1959. 
Hon. ToM MuRRAY, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN Murray: This letter is written to urge your favorable 
and early consideration of H.R. 7055 which I understand is now before your 
committee. 

You undoubtedly know that the Interstate Commerce Commission recom- 
mended repeal of section 557, title 39, of the United States Code which is the 
subject of H.R. 7055, in order to remove provisions enacted in 1916 which have 
long since been obsolete and impossible of observance. Under the present 
method of operation the Express Agency is in fact the express department of 
the owning and participating railroads. Since the Railway Express Agency 
began operations on March 1, 1929, the railroads have not been paid a “rate.” 
Instead they have received for the carriage of express traffic handled by their 
own agency the revenues remaining after all of the expenses of operating the 
Railway Express Agency have been met. 

Another very compelling reason for prompt repeal of section 557 is the fact 
that a proposed reorganization of the express operating agency, which was un- 
animously approved last week by all railroads involved, is predicated on the 
repeal of the requirements in section 557. Repeal or modification to make the 
section inapplicable to express operations by railroad owned or controlled ex- 
press companies is important to avoid an intolerable burden on the railroads, 
the railroad-owned Express Agency, the Interstate Commerce Commission, and 
the Post Office Department, and to avoid the higher costs and taxes that would 
result because of the additional burden on the Government agencies. 

I earnestly and respectfully urge favorable consideration during this present 
session of Congress. 

Sincerely, 


G. B. AYDELOTT, President. 
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THE BALTIMORE & OHIO RaILRoapD Co., 
Baltimore, Md., July 22, 1959. 
Hon. ToM MuRRay, 
Chairman, House Post Office and Civil Service Committee, House Office Building, 
Washington, D.C. 


DEAR CONGRESSMAN Murray: I understand your committee has for considera- 
tion H.R. 7055, a bill to repeal the provisions of section 5 of the act of July 28, 
1916, as amended (39 U.S.C., sec. 557), relating to the furnishing of information 
to the Postmaster General by the Interstate Commerce Commission with respect 
to revenue received by railroads from express companies for the transportation 
of express matter. 

In my judgment, passage of H.R. 7055 would materially assist the current 
efforts of the railroads to revitalize Railway Express Agency, Inc., the success 
of which I believe your committee is also concerned. I, therefore, urge you to 
give prompt and favorable consideration to the passage of this bill at the current 
session. 

Sincerely, 
H. E. Stmpson, President. 


Cxurcaco & ILLINOIS MIDLAND Rattway Co., 
Springfield, Ill., July 20, 1959. 
Hon. ToM MurrRay, 
Chairman, House Post Office and Civil Service Committee, House Office Building, 
Washington, D.C. 


Deak Mr. CHAIRMAN: I understand your committee has for consideration H.R. 
7055, a bill to repeal the provisions of section 5 of the act of July 28, 1916, as 
amended (39 U.S.C., sec. 557), relating to the furnishing of information to the 
Postmaster General by the Interstate Commerce Commission with respect to 
revenue received by railroads from express companies for the transportation 
of express matter. 

At the time of enactment of section 557 several express companies existed, 
each of which maintained contractual relations with different railroads. Since 
March 1929, the railroad-owned express company (Railway Express Agency), 
has conducted the express business for the railroads. The moneys received by 
the railroads from the express company are not based on a rate per unit of 
railroad service. That is, the railroads receive from their express business the 
amount of express revenue remaining after the Express Agency’s costs have been 
withheld so that section 557 has not been applicable. 

The owning railroads and other parties to the express agreement have agreed 
on a new contract that will permit the express company to be reorganized on a 
more acceptable basis. It is my conviction that repeal of section 557 or at the 
very least, modification to make it inapplicable to express companies owned or 
controlled by the railroads, is essential for the successful reorganization of the 
express company operations. If not repealed or modified there will be many 
and great additional problems created not only for the railroads and the express 
company but also for the Post Office Department and for the Interstate Com- 
merce Commission, resulting in added costs and taxes. 

I respectfully urge you to give prompt and favorable consideration to passage 
of H.R. 7055 in the current session of Congress. 

Sincerely, 
J. E. Dare, President. 


Cuicago, Rock IsLanp & PactFtc Co., 
Chicago, Iul., July 20, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 

Deak Mr. CHAIRMAN: I understand your committee has for consideration 
H.R. 7055, a bill to repeal the provisions of section 5 of the act of July 28, 
1916, as amended (39 U.S.C., sec. 557), relating to the furnishing of informa- 
tion to the Postmaster General by the Interstate Commerce Commission with 
respect to revenue received by railroads from express companies for the trans- 
portation of express matter. 
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At the time of enactment of section 557 several express companies existed, each 
of which maintained contractual relations with different railroads. Since March 
1929, the railroad-owned express company (Railway Express Agency) has con- 
ducted the express business for the railroads. The moneys received by the 
railroads from the express company are not based on a rate per unit of rail- 
road service. That is, the railroads receive from their express business the 
amount of express revenue remaining after the Express Agency’s costs have been 
withheld, so that section 557 has not been applicable. 

The owning railroads and other parties to the express agreement have agreed 
on a new contract that will permit the express company to be reorganized 
on a more acceptable basis. It is my conviction that repeal of section 557, 
or, at the very least, modification to make it inapplicable to express companies 
owned or controlled by the railroads, is essential for the successful reorganiza- 
tion of the express company operations. If not repealed or modified there will 
be many and great additional problems created not only for the railroads and 
the express company but also for the Post Office Department and for the Inter- 
state Commerce Commission, resulting in added costs and taxes. 

I respectfully urge you to give prompt and favorable consideration to passage 
of H.R. 7055 in the current session of Congress. 

Yours very truly, 
D. B. Jenks, President. 


TENNESSEE CENTRAL RAILWay Co., 
Nashville, Tenn., July 20, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 

Deak CHAIRMAN Morray: It is understood your committee has before it 
H.R. 7055, a bill for repeal of certain obsolete provisions in 39 U.S.C., section 
557. This letter is written to urge your early favorable action thereon. 

I believe you are acquainted with the setup of Railway Express Agency and 
know that since March 1, 1929, it has operated as the express department 
of the owning and participating railroads of the United States. The railroads 
share what is left of the express revenues after the expenses of the express 
agency are deducted. 

As you doubtless know, a reorganization of Railway Express Agency has been 
underway for quite some time. Only last week in Chicago the railroads unani- 
mously agreed on a new plan that will place the express business in a more 
practical operational form and prevent its disintegration as has been proph- 
esied in some quarters. As a matter of fact the repeal or modification of 
section 557 so as to remove its application to express companies owned by the 
railroads is an important aspect of the reorganization plan now in the final stage 
of activation. If section 557 is not repealed or appropriately modified, addi- 
tional problems will be created for the Post Office Department and for the In- 
terstate Commerce Commission, and the end result will be additional taxes which 
I know you want to avoid if at all possible. 

I earnestly ask you to give prompt and favorable approval to H.R. 7055 
or to appropriate modification thereof to make it inapplicable to railroad-owned 
express companies. Should you desire any further information from me, I would 
be only too happy to comply with your request. 

Yours very truly, 
NIEtson, President. 


NORTHERN PAcIFIC RAILWAY Co., 
St. Paul, Minn., July 20, 1959. 

Hon. Tom Murray, 

Chairman, House Post Office and Civil Service Committee, House Office 
Building, Washington, D.C. 

DeaR CHAIRMAN MurRRAY: I am writing you with respect to H.R. 7055, a bill 
to repeal certain obsolete provisions of section 557 of title 39, United States Code. 
I know you are familiar with the plan of operation of the Railway Express 
Agency under the standard agreement. A reorganization of the agency has been 
under study and consideration for some time and a new plan has now been 
approved which, I think, will assure the continuance of the Express Agency as 
a private enterprise. 
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Under the reorganization plan it is important that section 557 be repealed or 
modified so as to remove its application to express companies owned by the 
railroads. If it is not repealed or modified, it will create a number of additional 
problems. 

I hope you can give favorable consideration to H.R. 7055 or to a suitable 
modification. 


Cordially, 
Ropert S. MACFARLANE, President. 


UNION PACIFIC RAILROAD Co., 
Omaha, Nebr., July 20, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, House Office Build- 
ing, Washington, D.C. 

DEAR CHAIRMAN Murray: It is understood your committee has before it H.R. 
7055, a bill for repeal of certain absolete provisions in title 89, United States 
Code, section 557. This letter is written to urge your early favorable action 
thereon. 

I believe you are acquainted with the setup of Railway Express Agency and 
know that since March 1, 1929, it has operated as the express department of the 
owning and participating railroads of the United States. The railroads share 
what is left of the express revenues after the expenses of the Express Agency are 
deducted. 

As you doubtless know, a reorganization of Railway Express Agency has been 
underway for quite some time. Only last week in Chicago the railroads unani- 
mously agreed on a new plan that will place the express business in a more 
practical operational form apd prevent its disintegration as has been prophesied 
in some quarters. As a matter of fact the repeal or modification of section 557 
50 as to remove its application to express companies owned by the railroads is an 
important aspect of the reorganization plan now in the final stage of activation. 
If section 557 is not repealed or appropriately modified, additional problems will 
be created for the Post Office Department and for the Interstate Commerce 
Commission and the end result will be additional taxes which I know you want 
to avoid if at all possible. 

I earnestly ask you to give prompt and favorable approval to H.R. 7055 or to 
appropriate modification thereof to make it inapplicable to railroad-owned ex- 
press companies. Should you desire any further information from me, I would 
be only too happy to comply with your request. 

Yours very truly, 
A. E. Sropparp, President. 


THE MINNEAPOLIS & St. LOUIS RAILWAY Co., 
Minneapolis, Minn., July 20, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN Murray: This letter is written to urge your favorable 
and early consideration of H.R. 7055 which I understand is now before your 
committee. 

You undoubtedly know that the Interstate Commerce Commission recom- 
mended repeal of section 557, title 39, of the United States Code which is the 
subject of H.R. 7055, in order to remove provisions enacted in 1916 which have 
long since been obsolete and impossible of observance. Under the present method 
of operation the express agency is in fact the express department of the owning 
and participating railroads. Since the Railway Express Agency began opera- 
tions on March 1, 1929, the railroads have not been paid a rate. Instead they 
have received for the carriage of express traffic handled by their own agency the 
revenues remaining after all of the expenses of operating the Rairway Express 
Agency have been met. 

Another very compelling reason for prompt repeal of section 557 is the fact 
that a proposed reorganization of the express operating agency, which was 
unanimously approved last week by all railroads involved, is predicated on the 
repeal of the requirements in section 557. Repeal or modification to make the 
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section inapplicable to express operations by railroad owned or controlled express 
companies is important to avoid an intolerable burden on the railroads, the 
railroad-owned express agency, the Interstate Commerce Commission, and the 
Post Office Department, and to avoid the higher costs and taxes that would 
result because of the additional burden on the Government agencies. 

[ earnestly and respectfully urge favorable consideration during this present 
session of Congress. 

Very truly yours, 
A. W. ScHRoEDER, President. 


JERSEY CENTRAL LINES, 
New York, N.Y., July 28, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 

Dear Mr. CHAIRMAN: It is my understanding your committee is considering 
H.R. 7055, which would repeal the provisions of section 5 of the act of July 28, 
1916, as amended (39 U.S.C., see. 557) relative to the furnishing of information 
by the Interstate Commerce Commission to the Postmaster General respecting 
revenue received by railroads from express companies for the transportation of 
express. 

When section 557 was enacted contractual relations were in existence between 
several express companies and different railroads, The Railway Express Agency, 
whieh is owned by the railroads, has conducted the express business for them 
since March 1929, 

As vou have been informed, a new contract has been agreed upon for the 
reorganization of the express company. The passage of H.R. 7055 will be bene- 
ficial in suecessfully reorganizing these operations, and I hope the deliberations 
of vour committee will result in favorable consideration, 

Respectfully, 
FE. T. Moorr, President. 


GREAT NORTHERN RAILWAY Co., 
St. Paul, Minn., July 21, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 

Drar Mr. Murray: Your committee now has under consideration H.R. T055 
which would repeal section 557, title 89, of the United States Code. This section 
of the code, which was enacted in 1916, contains a number of obsolete provisions. 
It provides in substance that the Postmaster General shall request information 
from the Interstate Commerce Commission as to the revenue received from 
express companies. Furthermore, the section empowers the Postmaster to 
“arrange for the transportation of mail matter other than of the first class at 
rates not exceeding those so ascertained * * *.’ 

Independent express companies no longer exist to any significant extent, and 
the vast bulk of express is handled by the Railway Express Agency. The rail- 
roads do not receive “rates” for the transportation service they furnish the 
agency. Instead they receive for the transportation furnished what is left after 
the agency has paid its operating expenses. 

It is obvious, therefore, that section 557 is now meaningless. However, its 
reneal. as proposed by H.R. 7055 is important for the reason that the present 
law stands as a barrier to the reorganization of the Railway Express Agency on 
an efficient basis. As you perhaps know, the agency has been on the verge of 
liquidation because of a variety of problems. As a member of its board of direc- 
tors, IT speak from personal knowledge in stating that the only plan of reorgan- 
ization that has any chance of success is contingent on repeal of section 557 or 
its modification so as not to be applicable to express companies owned or con- 
trolled by railroads. Repeal or modification of section 557 would enable the 
agency to remove one of its major sources of difficnlty by setting up : rate 
structure for the participating members which would accurately measure the 
value of the services performed by them. 

I respectfully urge favorable consideration of ALR. 7055. Passage of the 
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measure is in my opinion essential to the continuation of the nationwide Rail- 
way Express Agency. 
Very truly yours, 
J. M. Bupb, President. 


SOUTHERN RAILWAY SYSTEM, 
Washington, D.C., July 22, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, Washington, D.C. 

Deak Mk. Murray: Your committee has before it H.R. 7055, a bill to repeal 
certain obsolete provisions in 39 U.S.C. 557. 

This old provision of the code, which has never been applied, interferes seri- 
ously with contractual arrangements between the railroads and the Railway 
Express Agency, which is owned by a number of railroads. Particularly, its con- 
tinuation will make impossible any reorganization of the Railway Express 
Agency on a sound business basis, as has just been agreed to by all of the rail- 
roads concerned. 

This is a matter of first importance. Your committee can help materially by 
proceeding at once to the consideration of H.R. 7055. It is vital that the bill be 
enacted into law at this session of Congress. 

With every good wish, 

Sincerely, 
Harry A. DeBurrs, President. 


ALABAMA, TENNESSEE & NORTHERN RAILROAD Co., 
Mobile, Ala., July 22, 1959. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, 
Washington, D.C. 


DEAR CONGRESSMAN Murray: I am taking the liberty of writing this letter to 
urge your favorable and early consideration of H.R. 7055 which I am informed is 
now before your committee. 

The Interstate Commerce Commission has recommended repeal of section 557, 
title 39, of the United States Code, which is the subject of H.R. 7055, in order to 
remove obsolete provisions enacted in 1916. Under the present method of opera- 
tion, the express agency is nothing more than the express department of the 
owning and participating railroads, and these railroads receive for the carriage 
of express traffic handled by their own agency the revenues remaining after all 
the expenses of operating the Railway Express Agency have been met. 

Another very compelling reason for prompt repeal of section 557 is the fact 
that a proposed reorganization of the express operating agency, which was 
unanimously approved last week by all railroads involved, is predicated on the 
repeal of the requirements in section 557. Repeal or modification to make the 
section inapplicable to express operations by railroad-owned or controlled express 
companies is important to avoid an intolerable burden on the railroads, the 
railroad-owned express agency, the Interstate Commerce Commission, and the 
Post Office Department, and to avoid the hgher costs and taxes that would result 
because of the additional burden on the Government agencies. 

I sincerely and respectfully urge early favorable consideration. 

Sincerely, 
Wm. H. Armprecnut, Jr., President. 


MONON RATLROAD, 
Chicago, Ill., July 20, 1959. 

Hon. Tom MuURRAY, 
Chairman, House Post Office and Civil Service Committee, 
House Office Building, 
Washington, D.C. 

DEAR CONGRESSMAN MurrRAY: This letter is written to urge your favorable and 
early consideration of H.R. 7055 which I understand is now before your 
committee. 
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You undoubtedly know that the Interstate Commerce Commission recom- 
mended repeal of section 557, title 39 of the United States Code which is the 
subject of H.R. 7055, in order to remove provisions enacted in 1916 which have 
long since been obsolete and impossible of observance. Under the present method 
of operation the express agency is in fact the express department of the own- 
ing and participating railroads. Since the Railway Express Agency began opera- 
tions on March 1, 1929, the railroads have not been paid a “rate.” Instead they 
have received for the carriage of express traffic handled by their own agency the 
revenues remaining after all of the expenses of operating the Railway Express 
Agency have been met. 

Another very compelling reason for prompt repeal of section 557 is the fact 
that a proposed reorganization of the express operating agency, which was 
unanimously approved last week by all railroads involved, is predicated on the 
repeal of the requirements in section 557. Repeal or modification to make the 
section inapplicable to express operations by railroad-owned or controlled express 
companies is important to avoid an intolerable burden on the railroads, the rail- 
road-owned express agency, the Interstate Commerce Commission and the Post 
Office Department, and to avoid the higher costs and taxes that would result 
because of the additional burden on the Government agencies. 

I earnestly and respectfully urge favorable consideration during this present 
session of Congress. 

Yours very truly, 
C. A. Bick, President. 

Mr. Atrorp. Thank you. The subcommittee will stand in recess 
subject to the call of the Chair. 

(Thereupon, at 10 a.m., the hearing was recessed subject to the call 
of the Chair.) 


2 


REPEAL OF PROVISIONS RELATING TO THE FUR- 


NISHING OF INFORMATION TO THE POSTMASTER 
GENERAL BY ICC 


WEDNESDAY, JUNE 22, 1960 


Hovuse or REPRESENTATIVES, 
SUBCOMMITTEE OF THE 
Committee oN Post Orrice anp Service, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 215, 
House Office Building, Hon. Ralph J. Scott (acting chairman of the 
subcommittee) presiding. _ 

Mr. Scorr. The subcommittee will come to order, please. —_ 

The hearing on H.R. 7055, a measure to repea) certain provisions of 
section 5 of the Railway Mail Service Pay Act will continue at this 
time. IJ will serve as chairman in the absence of Congressman Alford. 

Mr. William B. Henderson, executive vice president of the Parcel 
Post Association, Inc., was testifying when we recessed our hearing 
last Friday. We will now call on Mr, Henderson to complete his 
testimony. 


STATEMENT OF WILLIAM B. HENDERSON, EXECUTIVE VICE 
PRESIDENT, PARCEL POST ASSOCLATION—Resumed 


Mr, Henperson, Mr, Chairman and members of the subcommittee 
considering H.R. 7055, I want to express my appreciation to you for 
your fairness and consideration in permitting opportunity for me to 
complete my testimony before you on this important matter. These 
are days in which the demands on your time and your judgment in 
the national interest are particularly compelling and heavy. In these 
circumstances, parcel post users, small package shippers and carriers 
and all the great mass of the American taxpaying public are in your 
debt for your effort and persona) sacrifice to safeguard their interest 
in this situation you have currently under review. 

When my testimony to you on Friday morning, June 17, had to be 
temporarily suspended by the exigencies of time and your other com- 
mitments, evidence had been given you with respect to interpretation 
of preceding Congresses and the Interstate Commerce Commission in 
connection with the intent and purposes of section 557. 

That section 557 was origina) enacted to protect the Government 
from being discriminated against and overcharged for the rail trans- 
portation of the mails, and that the need for such protection of the 
Government interest is as urgent today as it was 45 years ago when 
this unenforced law was enacted. 


73 


| 
al 
i 
= 
= 


74 FURNISHING INFORMATION TO POSTMASTER GENERAL BY ICC 


That, despite repeated requests by Postmasters General to ICC for 
information needed to make section 557 effective as law and in com- 

liance with congressional directive, Interstate Commerce Commission 

ad repeatedly and consistently refused to furnish the required in- 
formation. 

That second-, third-, and fourth-class mail matter is comparable 
with express matter and that the two types of traffic are in direct 
competition. That was true in 1916 when section 557 was enacted and 
is equally true today. 

That, though there were several railway express companies doing 
business in 1916 when section 557 was enacted, in practical effect, be- 
cause of railroad domination, there was only one express company in 
1916, just as there is today. 

That payments to the railroads by the several express companies in 
1916 was not on a rate structure as alleged by the Interstate Commerce 
Commission in its report to you, and by the Railway Express Agency; 
but in 1916, just as today, revenue received by the railroads for trans- 
porting express matter was fixed by contract between the railroads 
and the express company, mostly on a percentage of gross receipts or 
profit basis, as the 64th Congress found. 

The historical data contained in my exhibit A conclusively shows 
that at the time of the enactment of section 557, the express com- 
panies were not operating on a fixed rate basis but on almost the 
same basis as the express agency is operating today. 

That a comparison of railroad earnings from express and mail on 
the basis of a unit common to both mail and express service is not only 
possible but may be determined without difficulty by apportionment 
techniques regularly used by ICC. 

I request the permission of the chairman to have exhibit A, men- 
tioned above, made part of my testimony and printed in the record 
of this hearing. 

Mr. Scorr. Without objection, it will be printed in the record. 

(The document follows :) 


Exnipit A 
THE RaILway Express AGENCY—HISToRICAL Data’? 


In 1918, the American Railway Express Co. was organized to take over all 
express transportation business upon the railroads and systems of transportation 
under Federal control as a World War I measure. This agency was continued 
after the war and was acquired in 1929 by a group of railroads. The name was 
changed from “Company” to “Agency.” 

Through uniform contracts, binding the railroads for a period of 25 years 
from March 1, 1929, it was provided that the Railway Express Agency should 
take the gross express transportation revenues, deduct all their expenses, and 
turn the balance (called “express privileges payments”) over to the railroads 
to be divided among them on a regional basis for performing the express trans- 
portation service. A further 20-year contract on the same general principles 
was made in 1954. 

Since 1921, Railway Express Agency had only one competitor, the Southeastern 
Express Co. In 1938, by buying out this last remaining competitor, Railway 
Express Agency acquired a monopoly of the railway express business. 

Tracing the development of railway express through the years, Arne C. Wiprud, 
Washington attorney, reports in Traffic World of May 29, 1954: 

“More than 100 years ago, an enterprising individual by the name of William 
Frederick Harndon conceived the idea of a messenger service between Boston 
and New York, using train from Boston to Providence and boat from Providence 
to New York, for merchants and their customers in the ‘interchange of their 


1 Prepared by Parcel Post Association, Washington, D.C. 
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packages and documents.’ Success brought competition, independent companies 
were established, express services were expanded, and the railroads provided 
ears for this new service. Contracts between the railroads and the express 
companies varied greatly in different parts of the country but generally were 
based on a division of gross revenues from the express business. A few rail- 
roads fornied their own express companies which paid handsome returns. 

“In 1916, there were three railroad-owned express companies, Great Northern, 
Northern Express Co. owned by the Northern Pacific Railroad Co., and Western 
Express Co. owned by the Minneapolis, St. Paul & Sault Ste. Marie Railway Co. 
Establishment of these express operations involved little or no cash outlay by the 
owning railroads, but they paid handsome returns in dividends and in compensa- 
tion for line-haul services performed. 

“Dividends paid to these three railroads by their wholly-owned express sub- 
sidiaries were in addition to a percentage of gross express revenues—60 percent 
in the case of the Great Northern—paid them under the above express contracts 
for performing the line-haul express service. 

“All other railroads, in 1916, had turned over their express business to ‘inde 
pendent’ express companies, which were the Adams HNxpress Co., the Southern 
Express Co, (controlled by Adams), the American Express Co., and Wells Fargo 
& Co. While these express companies were generally considered as independent 
of railroad control, officers and directors of the larger railroads were also direc- 
tors (a majority in the case of Adams and Wells Fargo) of these express com- 
panies. Each operated under exclusive contracts with stated railroads, based on 
a percentage of gross, or in some instances, net express revenues, which proved 
highly profitable. 

“The American Railway Express Co. was the only express company in opera- 
tion from July 1, 1918, to May 1, 1921. Effective on the later date, Southern 
Railway Co. and its system and affiliated lines terminated their contracts with 
American Railway Express Co. and entered into new contracts with the South- 
eastern Express Co., a company formed by interests allied with Southern Rail- 
way. Effective August 1, 1938, Southeastern Express Co. was acquired by the 
Railway Express Agency, and once again a single nationwide company occupied 
the field.” 


Mr. Henprrson. Continuing with my prepared statement on page 
8 where we left off on June 17, in the last paragraph on the page: 

In effect, the Interstate Commerce Commission said that the action 
of Congress in enacting section 557 was one without meaning or effect, 
an absurd action. This, of course, is an untenable position for the 
Commission, and one contrary to the Commission’s own philosophy 
with respect to congressional action as expressed in Railroad Commis- 
sion of Nevada v. Southern Pacifie Railway Company, 21 ICC 32! 


on 


at 334, when it said: 


We are not inclined to any view which renders the act of Congress unconsti- 
tutional, much less do we look with kindness upon a construction which makes 
the act of Congress absurd. 


Section 557 does not embody any new principals. It followed a 
hasic legislative tenet that the Government should not be required 
to pay a higher price for similar services than does a private indi- 
vidual or a commercial concern. As early as 1864, in the act of July 
2, 1864, Congress imposed the condition upon the Northern Pacific 
Railway Co. that it could not charge the Government higher rates 
for transportation and telegraphic service than it charged individuals. 
Passenger, freight, and baggage service is furnished the Government 
at the ordinary commercial rates. Neither logic nor congressional 
policy dictates that the Post Office Department should be charged on a 
basis higher than that charged Railway Express Agency for com- 
parable service, particularly where non-first-class mail matter is car- 
ried on the same trains and in the same cars as express matter. 
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Much has been said that the services rendered to express matter is 
not comparable with the service rendered mail matter. Section 557 
applies, of course, to comparable services. Certainly, it cannot be 
contended that there are no services performed for express matter 
which are not performed for mail matter. Leaving aside all other 
service rendered, the major and controlling factor in this situation 
is transportation, and that factor is comparable. 

The ultimate result that Congress intended section 557 to accom- 
plish was, of course, the elimination of all subsidy in connection with 
the railroad transportation of non-first-class mail matter. 

Regardless of what assertions may be made to you to the contrary, 
it is patent that payment by the Post Office Department to the rail- 
roads for the transportation of second-, third-, and fourth-class mail 
in excess of the transportation charges paid by Railway Express 
Agency for comparable service is undeniable subsidy payment to the 
railroads by the Federal Government. That subsidy today exceeds 
$100 million a year. 

Though Congress directed the Interstate Commerce Commission 
to cooperate with the Postmaster General to the end that the Govern- 
ment would not be the target of discrimination and overcharging by 
the railroads for the transport of second-, third-, and fourth-class 
mail, I believe it is a fact of significance that the Interstate Commerce 
Commission has consistently refused to obey the mandate of Congress 
in this particular issue. 

It certainly appears evident that the Commission has done what- 
ever it could to circumvent this 45-year-old law and the clearly 
expressed congressional intent and congressional directive. 

The Commission’s evasion of the responsibility placed on it by 
Congress must have some practical explanation which we have been 
unable to find. The reason is in the realm of speculation. Certainly 
I suggest no explanation. 

Until recently, the Commission has offered only one explanation 
of its lack of action to comply with the instruction of Congress. 
That “explanation” has consisted of an exercise in semantics involv- 
ing the use of the word “rate(s)” as contained in section 557. This 
the Commission has used to screen its evasion of responsibility. The 
Commission’s explanation is impractical rationalization, at best. 

The Commission now contends that section 557 is “obsolete” as 
law and, in H.R. 7055, proposes repeal. In taking this different ap- 

roach, the Commission continues its effort to avoid the responsi- 
ility laid upon it by Congress. 

It is difficult, if not impossible, to pinpoint the reasons behind the 
Commission’s reluctance to enforce section 557. But no difficulty is 
encountered when it comes to identifying the direct beneficiaries of 
the Commission’s failure to act under section 557. 

The railroads, owners of Railway Express Agency, have profited 
handsomely from the Commission’s adamant attitude. In the past 
30 years, since 1929, the railroads have gained a conservativel 
estimated minimum of $2 billion in “windfall income” from this 
source. In recent years, this subsidy to the railroads has cost the 
American taxpayer at least $100 million additional a year. That is 
the extra pay the railroads collected from the Post Office Depart- 
ment for transporting second-, third- and fourth-class mail, extra 
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payment which need not have been made had section 557 been 
enforced. 

For carrying non-first-class mail, which both the Congress and 
the Interstate Commerce Commission have found comparable to ex- 
press, the railroads have received from the Post Office Department 
almost twice as much as Railway Express has paid. 

In 1955, according to information from the Post Office Depart- 
ment, the Department paid an average of about 71.7 cents per 100 
assigned and apportioned car-foot miles for storage line haul. I 
have also learned from reliable sources that the Railway Express 
paid an average of 42.5 cents per 100 assigned and apportioned car- 
foot miles. This rate basis is for the eastern district. Southern and 
western are slightly lower. According to my information these 
figures are based on ‘ICC Docket 9200, verified statement No. 5; veri- 
fied statement No. 7 7, exhibit A, schedule J 1; ICC Docket No. 32035, 
Witness J. L. Haywood, exhibits 6, 7, and 8, 

Today, I am told by competent sources, Railway Express is pay- 
ing the railroads approximately 65 to 70 cents per 100 assigned and 
apportioned car-foot miles while the Department pays between $1.30 
and $1.40 per 100 assigned and apportioned car-foot miles for stor- 
age line haul. 

There are some differences in service on both sides but, I believe, 
the foregoing figures give a reasonably accurate picture of the com- 
parison. Obviously, the Department has been and is paying almost 
twice as much as Railway Express for approximately comparable 
service. Since World War IT, at least, this differential in charges 
by the railroads on these two customers has remained practically 
constant. The base figures may change somewhat, but the ratio 
remains essentially the same, w ith the Post Office Department carry- 
ing the heavy end. Note this payment record of just the past 8 years. 
In judging these figures, Mr. Chairman, and members of the com- 
mittee, we should make allowances for the extra services given the 
Department by the railroad companies and, in spite of such allow- 
ances, there has been, and still is, a heavy differential in the charges 
to the Post Office Department and in favor of Railway Express 
Agency. 
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Of the three classes of mail penalized by the large overpayments to 
the railroads, parcel post is most heavily hit by far. This 1s the record 
over the last 8 years: 


| Post Office De- 
partment pay- 
ments to rail- 

roads for trans- 

| port of parcel 

| 


Approximate 
overpayment 


post 
RE 214,600,000 | 107, 300, 000 
= 497, 000 | 88, 748, 000 
| | 194.014. 000 | 97, 007, 000 


Section 557 is not “obsolete,” as the Commission claims and as other 
beneficiaries of the prospective bounty of H.R. 7055—Railway Ex- 
press Agency and the railroads—contend. 

Far from being “obsolete,” the need and reasons for the law in sec- 
tion 557 are just as valid, just as urgent, today as they were back in 
1916 when the 64th Congress carefully and realistically appraised the 
situation and tailored the law to protect the Public Treasury and the 
American taxpayer. As a matter of fact, in view of the provisions 
of the new Railway Express contract, effective in 1961, need for the 
law may well be even more compelling in the years ahead than in the 
past. 

For the national good, section 557 should remain the law. It should 
not be repealed in order that private interests may reap personal gain 
at public expense. 

At this point, Mr. Chairman, and with your permission, I would 
like to enter some additional testimony which bears very directly on 
this whole situation. 

Mr. Scorr. Without objection, it will be entered into the record. 

Mr. Henperson. In his testimony to you on June 17, Mr. Johnson 
repeatedly claimed that Government competition in the form of par- 
cel post was one of the things responsible for Railway Express busi- 
ness failure and its financial dilemma. That specious claim has been 
made before, and frequently, by Mr. Johnson’s predecessors to serve 
a purpose being pursued by them at a particular time—just as it is now 
being used by Mr. Johnson for a specific purpose. 

That myth of parcel post responsibility for Railway Express dif- 
ficulty has been thoroughly exploded in the past. 

As some members of the subcommittee may not recall that portion 
of Railway Express history, may I take a moment to refresh your 
memory. 

Your attention is invited to this chart B, Railway Express less- 
carload shipments, 1940 through 1957. 

I ask your permission, Mr. Chairman, that this chart also be in- 
corporated in the record. 

Mr. Scorr. Is there objection? If not, let it be entered into the 
record. 

(The chart follows :) 
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Mr. Scort. Is that the same information set forth in your original 
statement 

Mr. Henverson. No, it is not, sir. This is additional information. 

Bear in mind those Railway Express less-carload shipments, shown 
in chart B, are only partially of packages of the size and weight also 
moving by parcel post. 

You will note that, in 1940, Railway Express moved 160 million 
such less-carload shipments. In the years of World War II, with 
practically all competition to Railway Express except parcel post re- 
moved by wartime emergency decrees, Railway Express business 
zoomed to a high of 231 million less-carloads shipments. 

World War II ended. The normal competitors of Railway Ex- 
press came back into business. 

Note in chart B the result on Railway Express of normal competi- 
tion. Came prompt and precipitous plummet to 78 million shipments 
in 1951. The decline continues, with minor interruptions, to now. 
As Mr. Johnson told you, Railway Express volume is down to 63 mil- 
lion shipments and that, right now, Railway Express volume is run- 
ning 834 percent below last year. 

Now take a look at parcel post over the same period. Chart D 
shows that, in 1940, total weight of parcel post was 3,275 million 
pounds. It reached a high of 7,479 million pounds in 1951, then 
steadily declined to 5,420 million pounds in 1958. Last year, 1959, 
weight of parcel post dropped further to 5,200 million pounds. 

Chart E shows the record in number of parcels constituting parcel 
post volume. In 1940 it was 683 million parcels. It reached a high 
1,049 million parcels in 1949. Volume then consistently dropped each 
year to 964 million in 1958. Volume of parcel post packages has con- 
tinued its decline to a 1959 total of 934 million. 

The number of parcel post packages doesn’t tell the full story or 
mark the full decline in the use of parcel post. Since 1951, with the 
imposition of Public Law 199, enacted in the interests of Railway Ex- 
press, permissible size and weight of parcel post packages were drasti- 
cally reduced. Since 1951 many of the larger-size parcel post pack- 
ages were divided into two or three or more packages so the whole 
shipment could go by parcel post. 

You will see, you have a decline in weight. You do not have as 
great a decline in the number of parcels because the larger parcels 
were split into smaller parcels and then shipped. 

During the past 10 years, business in the United States has been 
booming. The small package shipping business has shared in that 
national prosperity. Yet, as you can see from the charts, neither Rail- 
way Express nor parcel post have derived benefit from the national 

rosperity. Business volume of both has consistently sunk lower and 
ower. Who got the increased small package business and who cap- 
tured the business both Railway Express and parcel post have lost ? 
Obviously, Railway Express didn’t get what parcel post lost. Parcel 
post did not gain from Railway Express volume loss. 

The answer is plain and on the record. The business went to the 
real competitors of Railway Express. The Interstate Commerce Com- 
mission explodes the myth of parcel post being a competitor of any 
consequence for Railway Express by comments in two recent Railway 
Express rate cases. 
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In Zz parte 210, report of October 1958, the Commission says: 


A manufacturer of aluminum and stainless steel cooking utensils, electrical 
appliances, outboard motors, and industrial engines at West Bend, Ind., ships 
about 75 percent of its total production to consumers in small lots by rail, truck, 
airfreight, parcel post, and express. About 90 percent of such shipments now 
move by motor carrier. In 1939, its express shipments were the equivalent of 
about 1 carload a day. Its business has since increased between 900 and 1,000 
percent, but the volume of express shipments has declined to about 1,000 pounds 
a day. 

Ten ICC comments further: 

The decrease (in Railway Express business) is attributed principally to the 
increasing level of express rates, but deterioration of service resulting from dis- 
continuance of passenger trains, lack of sufficient agency personnel, owing to 
decline in express traffic, and unsatisfactory delivery service have been con- 
tributing factors. 

Again in Ev parte 210, the Commission exactly pinpoints Railway 
Express competition when it says: 

* * * the present levels (of express rates) are as high as the traffic can 
bear. Successful operations in rail express services are dependent upon public 
favor, and shippers wil not continue to use that service unless it is worth the 
price asked therefor. When such service was initially established, its chief ap- 
peal was specialized service and superior Speed in transit not available from 
other types of carriage, but those advantages have been practially lost by the 
inauguration of the new modes of transportation, improvements therein over the 
years, and the establishment of rates by certain of those competitors lower than 
by rail express. Airfreight rates, for example, although initially higher than 
those of the agency, are now lower in many instances. Freight-forwarder service 
also is available at rates approximately 50 percent of the express charges from 
and to practically all major cities, trucks frequently offer faster transit time 
from and to certain points than is available by rail express, and even the rail- 
roads by improvements in expedited freight service now compete with rail 
express service. 

It is aparent that parce] post is, at the most, only a negligible com- 
petitor of Railway Express. As a mattter of fact, Railway Express 
representatives will readily admit in private conversations that Rail- 
way Express loses money on every parcel post size package it handles. 
But so far as my knowledge goes, Railway Express has not yet testi- 
fied to that fact officially on the record. 

But parcel post has a value for Railway Express. Parcel post is 
highly useful as a whipping boy, as an excuse alleged for Railway Ex- 
press troubles. Alleging Government competition has appeal to those 
who may not be aware of the simple truth. 

A recent historical instance: 

The 25-year contract between the owner railroads and Railway 
Express was due to expire in 1954. Some of the railroads, at least, 
were anxious to eliminate the large inroads Railway Express had been 
making into their net for many years, particularly as the railroads 
were having an increasingly difficult time making financial ends meet. 
Sentiment among the railroads was for getting out from under the 
Railway Express load. 

Railway Express needed a sales gimmick to help it with a new 
contract with the railroads. So, starting well in advance of the con- 
tract expiration date, Railway Express, with every business, political 
and public relations facility it could muster, denounced parcel post 
as the source of its difficulties. 
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The railroads and everyone else was assured that, if parcel post was 
curtailed, Railway Express difficulties would be largely cured. The 
railroads were sold this bill of goods. So was Congress. Public Law 
199 was passed. That public law has cost parcel shippers at least $300 
million a year since 1952. It cost the Post Office Department an esti- 
mated $70 million loss just in the first year, 1952, directly attributable 
to Public Law 199. 

In justification of that action, Mr. Johnson’s predecessor told the 
House Postal Operations Committee in 1954: 

It is my considered opinion that without the passage of Public Law 199, some 


at least, of the railroads would not have renewed the contract and the nation- 
wide uniform express service would have been broken up. 


But that temporarily successful use of parcel post as a whipping boy 
by Railway Express brought no surcease from its difficulties for Rail- 
way Express, as you know. In fact, emphasizing the emptiness of 
those Railway Express charges against parcel post, Railway Express 
fortunes have gone from very bad to even worse. 

The railroads now know, painfuly, the emptiness of those Railway 
Express claims 10 years back. These, one must presume, the rail- 
roads bought at somewhere near face value . At least the railroads 
entered into the new contract ith Railway Express. Railway Ex- 
press had been gunning for that. 

But there was some railroad doubt. The new contract has an escape 
clause, something the old contract did not have. And, as Mr. John- 
son told you, the railroads are now using that clause to get out from 
under the financally intolerable Railway Express burden. 

Again, hopefully, Mr. Johnson drags out the whipping boy, parcel 
post, to save the day. It worked as a sales gimmick once before. Per- 
haps it might work again. As Mr. Johnson told you on June 17: 

I think we can pay (the railroads) out-of-pocket costs pretty soon, at least 
I hope so, if the railroads will buy this reorganization plan. 

Note how Mr. Johnson’s testimony is replete with “if’s,” “maybe’s,” 
and “perhaps.” It appears he has hopes of shifting the burden of 
subsidy, or as much of it as possible, on to the Government, via HLR. 
7055. He asks the Treasury to share in a long-shot business gamble, 
using taxpayers’ money for chips. Having had access to those trust 
funds i mn the Treasury for so long, through the nonenforcement of s sec- 
tion 557, Railway Express presumably cannot see anything wrong in 
continuing to do so and in asking you, the Congress, as trustees, to 
underwrite the obvious loss possibilities inherent in such a gamble, 

With your permission, Mr. Chairman, may I insert in my prepared 
testimony this additional statement? It isa short one. 

Mr. Scorr. Isthere objection ? 

If not, it will be inserted in the record. 

Mr. Henperson. In his testimony to you on June 17, Mr. Johnson 
frankly admitted that Railway Express had been receiving substantial 
subsidy from the railroads through the years as one result of the non- 
enforcement of section 557. 

He openly and directly asked your approval of FLR. 7055 aid the 
repeal of section 557 so that the subsidization of Railway Express may 
be continued through the charging to the Post Office Department by 
the railroads of higher rates for the transport of second-, third- and 
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fourth-class mail than the railroads will charge Railway Express for 
comparable service. 

Bluntly, Railway Express asks the American taxpayer, through the 
U.S. Treasury, to continue to underwrite and share the business risks 
of Railway [Express for an indeterminate period of years, as has been 
the case in the past. 

There are many thousands of other businesses and businessmen 
throughout the country who are just as much entitled to and would 
welcome such Government underwriting of their business risks. These 
businessmen, and mainly small businessmen, typified by many of your 
own constituents, are equally entitled to Government subsidy. Of 
course, Railway Express is big business according to its own testi- 
mony (ICC Docket 32035, December 1956, p. 40) but, just because 
it is big, Railway Express shouldn’t be accorded such unique favored 
treatment. 

lt is fundamental of American free enterprise that every citizen 
has the right to compete in the open marketplace in the sale of his 
goods and services. By the rules, the free enterpriser accepts the 
business risks. If he cannot compete successfully, he loses, he fails, 
as do hundreds, even thousands, of business enterprises each year. But 
hundred and thousands of businesses come into being each year, profit 
and grow, provide increased employment, pay taxes, make the economy 
of America ever more sound, and enrich the living of each one of us. 
Many of our largest business firms had such small, struggling, difficult 
beginnings. 

But Railway Express Agency mee never operated at a_ profit 
throughout the decades of its existence as has been stated here. Rail- 
way Express has continued to exist sae by grace of Government sub- 
sidy and the openhanded bounty of its railroad owners, ‘The huge 
combined subsidy, during the past 30 years, amounts at the very least 
to $3 billion. The subsidy has come from the pockets of taxpayers and 
from the shareholders and customers of the railroads. 

The huge subsidy siphoned off by Railway Express from the 
Treasury and from the railroads during the years cannot be deter- 
mined easily or exactly in its total amount. The ramifications are too 
devious. 

But we know that, through the nonenforcement of section 557, the 
U.S. Treasury has been and i is contributing millions of dollars a year 
to the Railway Express subsidy. 

The railroads, “for their part, have contributed considerably more 
than $100 million a year to keep Railway Express operating. 

Said Arne C. Wiprud, well-known rail transportation authority: 

The losses to the railroads from express traffic in the 25-year period (1929 
through 1953) have been huge. 

No one knows the exact amount since the railroads have not kept books on 
the handling and transporting of express, but in no year have the railroads 
claimed before the Interstate Commerce Commission that their losses (from Rail- 
way Express) were less than $125 million per year * * *, 

The railroads claimed a (Railway Express) loss of $129 million in 1950 and 
the Commission found the loss in 1951 to be about $145 million and the losses 
during the depression of the 1930’s were very large * * *, 

Deficit operations resulting from such unsound principles and practices (of 
Railway Express operations) have drained the vitality of the railroads * * *, 
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Kinsey Merritt, Railway Express vice president, confirmed. Under 
congressional questioning, Mr. Merritt admitted that Railway Ex- 
press operations in 1950 fell some $135 million short of paying rail- 
road costs for services to Railway Express. A. L. Hammell, pre- 
decessor to Mr. Johnson as president of Railway Express, understated 
the railroads’ huge losses when he told Congress: 

Those sums (Railway Express payments to the railroads) for a long time have 
been much jess, by about $100 million a year, than the express costs of the rail- 
roads (House Post Office Committee hearings on H.R. 3465, September 1951). 

In his testimony to you, in speaking of the financial outlook for 
Railway Express and the possibility of its going out of business, Mr. 
Johnson suggested that the passing of Railway Express might mark 
the end of free enterprise in the small package shipment field. 

That is just not so. Take just one parcel distributing company— 
United Parcel Services. That company, starting as a small enterprise 
a number of years ago, is thriving and growing. It now serves, and 
serves exceedingly well, large areas of the East, of the Midwest and on 
the west coast. United Parcel receives no subsidy from anyone. Its 
service is fast, competent, and far better than parcel post. United 
Parcel provides its comprehensive service at rates substantially lower 
than parcel post—and does so at a profit. United Parcel is real free 
enterprise in the American tradition, taking its business risks and 
earning its profits. United Parcel is a major competitor of Railway 
Express. 

here are many other competent free enterprises engaged in package 
distribution—local and area truckers, over-the-road carriers, freight 
forwarders. Some profit, prosper, and grow. Some fail, go out of 
business. They knowingly and voluntarily assume the business risks 
of the open market. Even if neither Railway Express nor parcel post 
were in existence, these free enterprises would (with varying degrees 
of competence, profit or loss and without asking favors from the Public 
Treasury) capably carry on the distribution of small package ship- 
ments so vital to America’s economy. 

For the national good, section 557 should remain in the law and 
should not be repealed in order that private interests may reap per- 
sonal gain at public expense. 

I know the members of this committee are ever aware of the respon- 
sibility they have to the whole of America in guarding against private 
interest forays into the Federal Treasury. 

The 64th Congress carefully designed section 557 for that particular 
purpose and this 86th Congress, and the forthcoming 87th Congress 
will be no less judicious and zealous in safeguarding the Nation’s fiscal 
resources. 

Thank you, gentlemen. 

Mr. Scorr. Mr. Gross, do you have any questions? 

Mr. Gross. I have one question on one of your insertions, Mr. 
Henderson. 

You said as a matter of fact railway representatives readily admit 
in conversations Railway Express loses money on every sized parcel 
post or package it handles. 

Is that in spite of the enactment of Public Law 199? 

Mr. Henperson. Yes, sir. 
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Mr. Gross. By which they were given very preferable treatment ? 

Mr. Henperson. Exceedingly favorable treatment which has hurt 
hundreds of thousands of parcel post shippers in this country. 

As I said in my statement, the enactment of Public Law 199 and 
the additional cost to parcel post shippers has been at least $300 
million a year since 1951 and has, just in the first year of Public Law 
199 operation, directly cost the Post Office Department $70 million. 

The Post Office Department’s additional losses each year since have 
probably been in about the same annual amount. 

Mr. Gross. I note that your charts show—if these charts are au- 
thentic—an upward trend and the only upward trend apparently of 
any size or any dimension in 1952 when Public Law 199 was enacted. 

Mr. Henverson. That is, Railway Express ? 

Mr. Gross. Yes. 

Mr. Henverson. What happened was that Public Law 199 caught 
shippers unprepared to go to other means of transportation, so a cer- 
tain number of those packages went to Railway Express. Just as 
soon as the shippers got their feet under them, they made arrangements 
for the transport of their packages by the other means of transporta- 
tion. You will see that from these lines on chart B. 

This line [indicating] goes further down in 1958 and still further 
down in 1959. 

Mr. Gross. I was surprised to note that subsequent to 1952, your 
charts—and again I say if authentic—show almost a steady decline. 

Mr. Henperson. Yes. 

Mr. Gross. There is a certain leveling off at one point, 1954-56. I 
sat on the subcommittee headed by Mrs. St. George and it has been 
so long ago, either 1954 or 1955. 

Mr. Henperson. It was 1954. I know you have a very full under- 
standing of the Public Law 199 situation. 

Mr. Gross. We had long hearings by the subcommittee on the ap- 
plication and results of Public Law 199, I was very much interested 
in your testimony with respect to the effect of Public Law 199. 

Mr. Henperson. You will recall] that in that hearing, in 1954, there 
was a vast outery from the shipping public against Public Law 199. 
Of course, the Railway Express case carried that particular day be- 
‘ause no bill was under consideration, just the concept of the parcel 
post package size and weight. 

Mr. Gross. I very well recall the statement to the effect on the part 
of the Post Office Department in those hearings that Railway Ex- 
press skimmed the cream off the crop of parcel post through the 
enactment of Public Law 199. According to your testimony, in so 
doing they say the business of parcel post went down subsequent 
thereto. 

Mr. Henperson. Yes, and Public Law 199 has been a complete 
failure so far as having any benefits of consequence to Railway Ex- 
press. Again, may I point out that parcel post has been used as the 
whipping boy for a particular point that Railway Express wanted to 
gain. In that particular case, it happened to be a new contract from 
its railroad owners, as stated in my testimony. 

Mr. Gross. Thank you; that is all, Mr. Chairman. 
Mr. Scorr. Mr. Gilbert? 
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Mr. Gipertr. Mr. Henderson, on page 12, of your prepared state- 
ment you indicate you had some charts which state the Post Office 
Department payments to railroads for the transport of mail other 
than first class were so much and then in your next column you show an 
approximate overpayment. 

I assume that the figures you have in your first column are figures 
you were correctly charged in postal charges and the Post Office De- 
partment correctly paid to the railroads? 

Mr. Henperson. Yes, sir. 

Mr. Gitzert. How did you arrive at your second figure ? 

Mr. Henverson. Dividing by two. The Post Office Department is 
paying twice as much for the carriage of second-, third-, and fourth- 
class mail, which is comparable to Railway Express, than the rail- 
roads received from the carriage of Railway Express matter, con- 
trary to the intent and purpose of section 557. 

One can assume, if you make allowances for minor variations or 
slight differences in service, that these amounts represent the approxi- 
mate overpayment or excess the Government has had to pay the rail- 
roads contrary to the law as stated in section 557. 

Mr. Girpert. The service rendered by the Railway Express is dif- 
ferent from the service rendered by parcel post: is that correct ? 

Mr. Henperson. There is very little difference. In essence, as Con- 
gress has found, and as ICC and others have found, the two types of 
service are very closely, almost exactly comparable, except for minor 
variations, 

Mr. Frank may wish to comment on that because he is very familiar 
with that operation. 

Mr. Frank. I think you have covered it, Mr. Henderson. 

There are variations, of course, as Mr. Johnson testified, but you 
will recall that Mr. Moore in his testimony pointed out specifically 
where the services were comparable. I think that even though you 
discounted a third of these figures that appear in the extreme right- 
hand column, such discount would take care of the extra services the 
Department receives, and you still get your approximate $100 million 
a year which we say is an overcharge to the Post Office Department 
unless section 557 was applied. 

The point I would like to make here, and as pointed out very force- 
fully in Mr. Wiprud’s statement, exhibit A introduced by Mr. Hen- 
derson, that the railroads, and the express companies back in 1916, 
at the time section 557 was enacted, were not on a specific rate basis. 
It has been emphasized here both by ICC and by Mr. Johnson that 
the conditions were different then because the express companies were 
on specific rates and today the Express Agency is not. 

Mr. Gross. May I interrupt ? 

You say that the railroads or the express companies were on a spe- 
fic rate? 

Mr. Frank. The express companies did not pay a specific rate. 

Mr. Gross. The railroads were, were they not? 

Mr. Franx. The railroads were, yes, but you will see by this state- 
ment, exhibit A, which was prepared independently of the state- 
ment we prepared, that Mr. Henderson read, that Mr. Wiprud comes 
up with the same findings, that the railroads received compensation 
on the basis of gross receipts or a percentage of the gross receipts 
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or a percentage of the net receipts. By no stretch of the imagination 
could you say that there were specific rates if the payments were 
made on the basis of net or gross receipts. 

It is the same today. The railroads get all of the net receipts, 
so the principle is exactly the same today as it was back at the time 
the law was passed. I think that should be kept in mind because 
of the emphasis by ICC particularly that the express companies 
were on a definite rate basis at the time the law was passed. 

I think another thing you ought to keep in mind is that in 1916, 
at the time section 557 was passed, the railroads did not own the ex- 
press companies but they controlled them absolutely. Officers of the 
railroads were on the boards of directors of the express companies 
and a little later on, as shown by Mr. Wiprud’s statement, certain 
railroads did set up their own express companies. 

So, for all practical purposes, the situation was the same then as 
it is today. 

Mr. Scorr. I notice in the annual report of the ICC that they de- 
scribe this section as obsolete. I believe the testimony develops the 
fact that in its 45-year history it has never been applied or enforced. 
Would that not indicate that there is some fault in the law, that it is 
impractical 

Mr. Henverson. As I pointed out in my testimony, Mr. Scott, the 
Postmaster General from way back, at least 25 or maybe 30 years, 
has sought to get this essential information from ICC and ICC has 
conconsistently refused to give the information—evaded and stepped 
around the point. That has happened successively through the years, 
even as recently as 1958. In 1949, I believe, Mr. Frank, you were 
a party to the Postmaster General’s application and you were then 
the Associate Solicitor of the Post Office Department. 

The Postmaster General made a very strong attempt to get this in- 
formation because it was necessary to keep down the overcharges 
which were manifestly being made. Again, ICC ducked the issue. It 
evaded. Why it has evaded its responsibility is hard to say. So far 
as section 557 being obsolete is concerned, that term just does not 
apply. Conditions today are exactly the same as in 1916. Why has 
ICC evaded its direct responsibility through all these years? That is 
something which is in the realm of speculation. Section 557 is not 
obsolete as ICC claims. The law is needed to stop this unnecessary 
drain on the Public Treasury; the private-interest foray on the Treas- 
ury. I cannot describe it any other way. 

Mr. Scorr. The fact it has not been enforced grows out. of a dis- 
agreement or confusion between ICC and the Post Office Department 
as to the meaning and application of the law ? 

Mr. Henperson. I think the Post Office Department feels its re- 
sponsibility under the law and has been trying to discharge that re- 
sponsibility, but ICC has consistently refused to meet its obligation 
to Congress. 

Mr. Frank. I think, Mr. Congressman, there is a basic disagree- 
ment between ICC and the Post Office Department. I do not think 
anything we have said meant to imply that ICC is not acting in its 
honest judgment. I think ICC feels that the law cannot be enforced. 
The Post Office Department just as honestly feels that it can. 


g 
a 
= 
4 


FURNISHING INFORMATION TO POSTMASTER GENERAL BYICC 89 


At the time section 557 was passed, Congress felt it could be en- 
forced. 

Mr. Scorr. What degree of assurance may we have now, in view of 
the history of the thing if it is left, that it will be enforced in the 
future ? 

Mr. Frank. We do not have any assurance, Mr. Congressman, as 
to whether the law will be enforced. I am not with the Post Office 
Department any longer, but knowing what has happened since I 
left there, I know that it has continually requested ICC to enforce 
section 557. It is in the realm of speculation as to what ICC will do, 
but certainly the law is just as meaningful today as it ever was. The 
mere fact it has not been enforced does not mean that it should be re- 
pealed. 

Mr. Scorr. Since it was not enforced, and there is no assurance that 
it will be enforced, for all practical purposes it is just taking up so 
much space on the books; would you not say ¢ 

Mr. Frank. No; I think it has a little more practical purpose than 
that. I think it operates pretty much as Mr. Johnson conceded, as a 
deterrent to going too far in the way of setting postal transportation 
rates. I think it operates as a deterrent, even though it has not been 
enforced. 

I think if section 557 were repealed, there would not be the feeling 
that it could be enforced and would be enforced. I think that is Mr. 
Johnson’s fear. Otherwise, he would not care whether section 557 
was repealed or not. If the law would never be enforced, why would 
the railway companies and the Railway Express Agency want it 
repealed? They would just forget about it. They would say, “Let 
us forget it and go ahead with our contracts.” 

But there is that feeling that the law may be enforced, and I think 
it isa beneficial feeling to have them have. 

Mr. Scorr. Mr. Henderson, your organization is known as the 
Parcel Post Association, Inc. ? 

Mr. Henverson. Yes, sir. 

Mr. Scorr. Organized in what year? 

Mr. Henperson. 1953. The membership is predominantly, almost 
entirely, small business with some medium-sized business also. 

Mr. Scorr. Do you have a copy of a list of your membership ? 

Mr. Henperson. I do not. 

Mr. Scorr. Would you supply that for the record ? 

Mr. Henperson. Is it essential? There are people who would like 
to get that membership list for use for purposes detrimental to the 
association and parcel post users. 

I would be glad to supply it to committee members personally, but 
if it were made part of the record, the result would be that each of 
the association members would be subjected to considerable pressure 
and annoyance. 

Mr. Scorr. Certain members of the committee are interested in that 
and would like to have a list of your membership. 

Mr. Henperson. I would be happy to supply it to the members of 
the committee. 

Mr. Scorr. For personal examination. 

Mr. Henverson. I will be happy to doso. 

Mr. Scorr. Mr. Barry, do you have any questions? 
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Mr. Barry. I am interested as to what will happen if this is 
enforced. 

Mr. Henverson. Mr. Barry, one of two things would happen. 

One possibility is that Railway Express rates paid to the railroads 
for transportation of express matter and the rates the Post Office 
Department would pay for the transportation of second-, third-, and 
fourth-class mail, they being considered comparable types of traffic, 
would be approximately the same. As it is now, the Post Office 
Department is paying almost twice as much as the Railway Express 
for comparable service which, of course, is contrary to section 557. 

Mr. Barry. Where do you think the give would be? Do you think 
we would lower our postal deficit or do you think it would just squeeze 
the Railway Express out of business ¢ 

Mr. Henperson. That is difficult to answer. With the lower rates 
to the Post Office Department, there would be a cut in the postal 
deficit. Where the squeeze would come, I just could not say. 

Mr. Barry. Under the Postal Policy Act, it would be incumbent 
upon the Postmaster General to reduce postage rates for fourth-class 
mail, would it not ¢ 

Mr. Henverson. No, I do not believe so. 

Mr. Frank, would you comment on that ? 

Mr. Frank. There is a provision in the Postal Policy Act that the 
Postmaster cannot reduce parcel post rates existing at the time of 
the passage of the act by reason of any public policy credits attributed 
to parcel post matter. He can raise them, which he has done, and 
there is a Court of Appeals in the District of Columbia which just 
recently affirmed his action of raising parcel post rates. I do not 
think the Postal Policy Act would have any effect in this particular 
instance. 

Mr. Barry. Do you feel that there would be a substantial saving to 
the Post Office Department ? 

Mr. Frank. That would depend entirely how the Postmaster Gen- 
eral applies his discretionary powers under section 557. He would 
have the right to compel the railroads to carry non-first-class mail at 
the same rates the express agency was paying for comparable services, 
with respect to certain types of traffic, he might exercise such right, 
with respect to other types, he might not. 

Mr. Barry. I am trying to figure where the taxpayer would save 
money. 

Let us assume that the ICC would raise them. What would be the 
effect? 

Mr. Frank. An effect might be that the Post Office Department 
would get more business from the shippers now shipping by express. 
Another effect might be lower parcel post rates to the public because 
of lower transportation costs to the Post Office Department. 

I hesitate to speculate as to what somebody else is going to do. 

Mr. Gross. Are you through ? 

Mr. Barry. No. 

Mr. Gross. Go ahead. 

Mr. Barry. Assuming that there is a certain amount of energy or 
labor necessary to get a parcel from one place to the next, it is going 
to take that same amount of energy whether the Railway Express does 
it or whether the postal service does it. When you speak of savings, 
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it is just a question of who pays for it, but actually the costs are rela- 
tively the same; is that not so? 

Mr. Henperson. For the same type of service, I would assume that 
the costs are approximately the same, whether it is shipped by the 
express company or by the Post Office Department, if they have the 
same type of transportation service and the same handling service. 
In that case, I would assume that the cost would be about the same. 

Mr. Barry. The only real saving is if you can do it cheaper? 

Mr. Franx. That is right. If the railroads could do it cheaper or 
if, in determining the rates, they charge to the Post Office Depart- 
ment, the rates are determined on a lower cost basis than now, by 
using a different formula than is now being used. 

There have been raises in transportation rates since 1953 when I 
left the Department. In 1953, there was more or less of a complete 
overhauling of the system of determining these rates and I am not 
too familiar with the system now being used. But the savings I 
would contemplate would be in the reduc tion of costs to the Post Office 
Department. 

On the other hand, the general taxpayers would save if the rail- 
roads got more revenue from the Express Agency and the railroads 
would be making more money and would not have to raise other 
service costs chargeable to the general taxpayer. 

Mr. Barry. The C ongress is considering, or at least there are many 
proposals before us, to save the railroads, so we will be taking it out of 
one pocket and will be putting it back in another one. 

In your testimony, Mr. Henderson, there was an implied statement 
that United Parcel and other live organizations had kept pace with 
the times and had organized and expanded distribution systems for 
the delivery of parcels, You did not say it exactly, but did you mean 
that Railway Express has failed to keep pace with the times and is 
going out by virtue of not having kept up / 

Mr. Henprerson. Yes, your inference is perfectly correct. In my 
judgment Railway Express as now constituted, and as it has been con- 
stituted, is definitely in a position where the march of time has passed 
it by. In one man’s view, Railway Express can continue to exist as 
mainly a freight forwarder, much in the same form as Universal] 
Carloading or United States Freight Forwarding and other organiza- 
tions of that kind. The express business as it has been conducted 
for so many years by Railway Express Agency is definitely outmoded. 
Shippers go where they can get the best service at the most reason- 
able price. There is a practical economic ceiling on what a shipper 

ean pay for a service. Railway Express has priced itself out of the 
market, not only with very high rates, but with constantly deteriorat- 
ing service and a contraction of the areas it serves. 

Mr. Barry. Have they, in any way, been limited by ICC or any 
other agency of the Government in expanding into other fields such 
as U nited Parcel Service, the use of trucks. and so forth 4 

Mr. Henperson. I cannot answer that, Mr. Barry, because I do not 
know. I think this is a reasonably accurate statement: Railway Ex- 
press is owned by 68 or 69 railroads. It may be that railroad owner- 
ship has constricted the agency's ability to keep pace with the times. 

Mr. Barry. Comparing for just a moment the Canadian transporta- 
tion policy as distinguished from our own, in Canada the railroads 
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can own shipping lines or the airlines, and so on. Any form of trans- 
portation can be owned by a railroad or conversely by an airline. An 
airline can own a railroad, but in this country that is not possible. 
It is considered monopolistic to do so. 

There has been over the years a definite attempt to separate so 
that, in a certain sense, perhaps our laws have forced the Railway 
Express Co. to this position or, at least, prevented their moving into 
other fields. 

Mr. Gross. Would the gentleman yield ? 

Mr. Barry. Yes. 

Mr. Gross. Is it not true that where a train is abandoned and ex- 
press transportation by rail is taken out, that the ICC permits the 
express company to go into the trucking business or other service, 
or supply the service previously which went on by rail 4 

Mr. Barry. I do not know. 

Mr. Gross. I am quite sure that is true. They were permitted to 
establish trunklines or service, let me put it that way. 

Mr. Barry. Is that so? 

Mr. Henverrson. I do not know. 

Mr. Gross. Is there a witness here for the Railway Express? 

Mr. Fiercuer. Yes, that is so. 

Mr. Gross. I thought so. 

Mr. Fuercuer. Branch lines; and where a passenger service has 
taken off or where they have been abandoned, the ICC and the State 
commissioners have been fairly liberal in permitting us to establish 
truck routes to take their place. We have not gotten them in all in- 
stances, but generally speaking. 

Mr. Gross. Please give your name to the reporter. 

Mr. Fiercuer. Mr. R. J. Fletcher, vice president and general coun- 
sel of Railway Express Agency. 

Mr. Gross. Thank you. 

Mr. Barry. That is all. 

Mr. Gross. Mr. Chairman, if I may ask a question? I am still 
at a loss to understand—and I do not want to prolong this—but you 
had personal experience as an associate counsel in the Post Office De- 
partment; is that correct ? 

Mr. Frank. I have, sir. 

Mr. Gross. I am still at a loss to understand why this information 
has not been available from the ICC and perhaps you cannot get it. 

You tried to answer the question; it was asked a while ago, but if 
there was some brief statement you could make as to what kind of a 
peg the ICC collectively hung its hat on, I would be glad to hear it. 

Mr. Franx. I think it is stated in Mr. Henderson’s testimony. 

Mr. Gross. I am talking to you now about your personal experi- 
ence with the Post Office Department. I want something on the basis 
of your personal experience with this problem. 

Mr. Frank. This is the statement that was made in 1949, and that 
was the case instituted when I was in the Department. ICC said: (1) 
That section 557 did not impose the duty on the Commission to make 
an investigation and study of the operations of the railroads, and the 
Railway Express Agency in connection with the transportation of 
express matter, and the revenues received therefrom for the purpose 
of formulating rates; and (2) that since the transportation of express 
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iaatter is not performed under rates, or a system of rates, any investi- 
gation and determination made by the Commission would be for a 
given period of time in the past and would have no prospective effect 
or application. 

We disagree that there is any difference with respect to the system 
of payment at the time section 557 was passed and the present time. 
Those are the reasons given by ICC. 

Mr. Gross. I would have to agree with you. That is a pretty weak 


Mr. Frank. The ICC did give the Post Office Department certain 
information ; all of the information that was available. ICC refused 
to make any investigation for further information on grounds stated. 

Mr. Gross. If what you say is true about these overcharges, that 
constitutes a subsidy, does it not? 

Mr. Henperson. Yes, sir. 

Mr. Gross. I would be interested in getting all subsidies out in the 
open where they can be seen. We Members of Congress from the 
Midwest get flogged almost daily by virtue of so-called subsidies to 
farmers and I would like to see each and every subsidy that goes to 
any segment of industry or business in this country out on the table to 
be seen and called a subsidy. 

I would be interested in that, too. 

Mr. Henperson. It would make very constructive legislation. 

Mr. Gross. I am not saying this with any reflection on the Railway 
Express Agency or anybody else. We are accused of being the rascals 
in the subsidy business and we know that industry and business in this 
country is subsidized head over heels, but the trouble is to get all of 
these subsidies out to where the public can see them. 

That is all I have to say. 

Mr. Scorr. Any other questions? 

That is all, gentlemen. Thank you for your appearance and 
cooperation. 

Mr. Fletcher, do you have any brief comment on the portion of the 
testimony of these witnesses you have heard 

Mr. Frercuer. I would very much appreciate being permitted to 
make a couple of brief comments, Mr. Chairman. 


STATEMENT OF MR. R. J. FLETCHER, VICE PRESIDENT AND 
GENERAL COUNSEL, RAILWAY EXPRESS AGENCY 


Mr. Fiercuer. In the first place, to get back to what Mr. Gross was 
referring to, the so-called refusal of the ICC to supply information, 
the Postmaster General has all of the available information and to say 
ICC refuses to supply information is a pure smokescreen. The fact 
simply is that there just isno rate. You can take the amount of money 
the railroads receive from the Express Co, and you can divide that by 
the number of car-foot. miles of express for any past period, and you 
get a figure. It is the amount the railroads have received for each 
car-foot mile of express transportation for some period in the past. 

The Post Office Department has that figure. I do not know whether 
they have it for every single vear, but they can get it for any year they 
want. They have it for many years and they have used it in the past 
and that is all there is available. You cannot get any more than that. 
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Mr. Gross. You have rates for everything else, do you not, in the 
operation of the railroads and in the operation of the Express Agency 4 
You have rates to the public? 

Mr. Fiercurr. We have rates to the public. 

Mr. Gross. Of course, you do. Then why not a rate schedule ? 

Mr. Frercuer. A rate schedule for the charges the railroads make 
tothe Express Co. ? 

Mr. Gross. Yes. 

Mr. Fiercier. You could have one, but there is not any. One could 
be made, but that is not the way the express business has been 
operated, 

Mr. Barry. It is one of the costs, but not the total cost of the entire 
operation ¢ 

Mr. Fruercuer. It is not a cost figure at all. The amount that the 
railroads have to spend to transport that express matter has been 
ereater than the amount they have received from the Express Co., 
so it does not represent rail costs. It represents a cost to the Ex- 
press Co., in a sense, but only in a sense, because it is a payment and 
is just whatever we have left, It is not a cost that is set lp that we 
have to pay and that is what we want to change. We want a set cost 
so we will know what we have to pay, 

Mr. Barry. Who owns the railroad cars? Po the railroads own 
them or does the Express Co. own them / 

Mr. Fiercuer. The railroads own most of them and the xpress 
Co. owns 1,495 passenger-equipped refrigerator cars, The baggage 
cars that carry most of the express are owned by the rallroads. 

We want to get on Chis payment basis and that is the whole pur- 
pose of trying to get section 557 repealed, so we can be put on a basis 
where we can buy our Cransportation and ean operate hke a normal 
business and be able to budget our costs, 

Then Mr, Henderson, in the course of his testimony, said that the 
Express Co. has been operated ineHiciently in thie past and I have to 
aciic, CO a certain extent, that is probably true. ‘The reason is that 
we have just not been able to have a profit and loss statement, I do 
not think VOU Can YUN a Iusiness the way this business has been run and 
we do not want to run it that way any more. 

Mr. Scorr. Do you operate on a division-of-profits basis ? 

Mr. Frercuer. We operate on a purely cost-plus basis ; maybe not 
cost-plus, but we collect all of the revenues and we pay all of our 
expenses and then turn over what is left to the railroads, 

Mr. Gross. If you believe in the capitalistic system, you should 
operate on a cost-plus basis and a reasonable pre fit, 

Mr. Furreser. [agree and that is what we want to do. 

Mr. Gross. You do not have to apologize for that in my presence. 
[ama capitalist, completely. 

Mr. Fiercurr. We have not been able to operate that way in the 
past and T am sure that has been one of our troubles. 

Mr. Gross. You cannot have capital without profit. 

Mr. Frercuer. Now, if I can just make one more comment on this 
rate thing—on page 11 of Mr. Henderson’s prepared statement there 
are some figures given there of cents per ton-mile. The fact that he 
can compute a figure like that for the Express Co. shows that the 
information is available and has been turned over. I do not know 
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‘whether those figures are right, since I have not checked them, but at 
least he had all ‘of the data there in order to get that figure. 

Mr. Scorr. Any other questions / 

Mr. Fiercuer. I would like to say one more thing. 

I am not sure I heard this correctly, but if I did, I certainly want 
to deny it; that is, the way I heard it was that Express C 0. officials had 
admitted in private conversations they did not make any money on 
parcel-post-sized parcels. That just is not so. Some parcels of that 
size we may not make money on and some we do. You cannot pick 
them out. There are a lot more things than the size and weight of a 
parcel that enter into whether it is profitable or not profitable. A lot 
of our traffic is not profitable and, obviously, from the results of the 
Express Agency, most of that, or a lot. of th: at traflic is not profitable 
and it is traflic nobody else would handle—including United Parcel— 
that. we have been talking about. United Parcel will not take fresh, 
iced fish, no live animals, and a whole lot of things they will not take. 
That is why they have been able to make money y and we have not been 
able to do so. 

Some of our most profitable trafhe is merchandise trafhie, such as 
wearing apparel, and moving under incentive rates. We have made 
careful cost studies and we ‘know that this 1s very, verv profitable 
traffic, largely because we get it in sizable quantities. 

The individual pieces fal) well within the 70-pound limit and the 
statement that we are losing money and that our most unprofitable 
traffic is parcel-post-sized trafic just 1s not so. 

Mr. Barry. How would you expect to make money by repealing 
this law? What would be the practical steps your company would 
take once this law were repealed ¢ 

Mr. Frercuer. The practical effect would be that we would be able 
to put into effect a rate schedule of charges that we must pay the rail- 
roads for transportation. We would then have what we do not have 
now. Then we would know the wit cost of doing business, We would 
be able to budget for transportation expense. Transportation costs 
Would show wp as an expense to the Express Co, which they do not 
now; and we would be )ike any other business. We would have to 
operate at a profit or go under, or at least break even or go under. 

Mr. Scorr. You would not compete with the other transport: ation 
eroups? 

Mr, Frercner. That is right. Many other things would have to be 
done first. We have to consolidate terminals, put on short truck 
routes—all sorts of operating things like that that we have in mind. 

The way we look at it, none of those things will really solve the 
situation permanently until we get this company on the same basis 
as a normal business, such as having a profit and loss statement. 

Mr. Barry. You now turn over what is left at the end of the year 

rather than putting it into doing some of the progressive things you 
would like todo. Isthat correct ? 

Mr. Fiercner. That is part of it; that is right. 

Mr. Barry. Do you anticipate that your rates would go up or do you 
feel they probably would remain the same, or might they go down? 

Mr. Fiercurer. We have a very intensive study of our whole rate 
structure underway right at the moment. I would expect there would 
be both increases and reductions. I would hope that the general level 
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would go down slightly, but that is only a hope. I don’t know whether 
or not it would be possible. 

We have been reducing rates for the last year rather substantially 
on particular blocs of traffic where we know we can handle them at a 
profit. 

Mr. Barry. Has that brought you a larger volume? 

Mr. Fiercuer. Yes, in those classes of traflic. 

Mr. Barry. Have you costed that to know whether you are making 
or losing on it? 

Mr. Fiercuer. Yes, very carefully. 

Mr. Barry. So, in effect, you have cost figures with regard to move- 
ment of freight? 

Mr. Fiercuer. We have our own cost figures in pretty good shape. 
We know what they are. The cost figures of the railroads—what it 
cost them to transport express, we are not quite on as firm ground, but 
we have used estimates. They have made studies in the past on sev- 
eral occasions and we bring those up to date by applying percentages 
to them for increases in cost levels since that time, so we think we have 
a pretty good idea what it cost them. 

We take that figure into account and add it to our own costs, which 
we know pretty well, in arriving at the total cost which we say these 
rates must cover. Those are on only particular blocs of traffic. 

Mr. Barry. Is not the main reason you are not in the free enter- 
prise system, and competing, an internal one between yourselves and 
the railroads? 

Mr. Fiercuer. It has been in the past. 

Mr. Barry. There is no bar to you at the present time from getting 
organized on the basis which you just indicated as desirable, is 
there ? 

Mr. Frercuer. There is no bar except section 557. That is a bar 
because, as Mr. Johnson explained, the railroads simply cannot take 
the risk of having their mail pay reduced. 

It is at a reasonable level today. It has been fixed by the Interstate 
Commerce Commission. The railroads are not receiving more than 
a reasonable rate for carrying mail. 

Mr. Gross. But the law of itself is not a bar and not a prohibition. 

Mr. Fiercuer. Legally, no; but practically, yes. 

Mr. Gross It is used only in its application by the railroads as a 
bar Isthat not correct? 

Mr. Barry. And the railroads control you. 

Mr. Fiercuer. The railroads control us. 

Mr. Barry. They will not give up until they have a repeal of this 
law. 

Mr. Fiercuer. They probably will not. 

Mr. Gross. But it is not the law. 

Mr. Barry. It is not the law barring you but the position the rail- 
roads are in. They hold both the right to break you up or at least 
give you independence. 

Mr. Fiercuer. That is right. 

Mr. Barry. They also have to pay a rate or charge a rate to the 
Post Office Department until they can get some assurance that they will 
not be placed in a position of a punitive rate, so they are unwilling to 
make thischange. Is that right? 
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Mr. Fiercuer. We are very much afraid they would be unwilling. 

Mr. Scorr. Do they not have to serve notice as to termination of the 
agreement if this law remains in effect ? 

Mr. Fiercuer. It will not terminate the agreement automatically 
but terminate the arrangement we want to put into effect. 

Mr. Scorr. It will foreclose the chance of getting any agreement? 

Mr. Fiercuer. We are very much afraid it will foreclose the chance 
of putting this payment basis into effect and permitting us to have 
a profit-and-loss statement. 

Mr. Barry. Is there any assurance that the railroads would be will- 
ing to break up Railway Express if this law were repealed ? 

Mr. As ercHER. That they would not break it up / 

Mr. Barry. When I say break up I mean break up the control the 
railroads have under the present system and preventing your becoming 
independent. It is a matter of semantics. I refer to it one way and 
you may be considering it another. 

Mr. Firercner. I think I understand. 

Mr. Barry. Let me rephrase it. What assurance can you give us 
that if this law were repealed you would be put on an independent 
basis by the railroads ? 

Mr. Fuercuer. The assurance they can give is mostly in terms of 
our new contract which gives us complete freedom of routing: we no 
longer have to observe historical routing express over this railroad or 
that railroad, and so on. We would have complete freedom to choose 
any road we want or take it off railroads completely and put it on 
trucks, airlines, or whatever. 

We have been operating under that agreement now for 9 months 
and the board of directors has given the management of the Express 
(‘o. a very great deal of freedom. They have not stopped us so far 
on anything important we propose to do. 

Mr. Barry. That is in effect now? 

Mr. Fiercuer. Yes. 

Mr. Barry. That is not really what we are getting at here. The 
main thing you have been telling us here on the committe that you 
can put yourselves in the same position as any other busmess and get 
competitive and get a profit and loss statement, and so on, provided 
this law were repealed. 

Mr. Fiercuer. Yes; that is right. 

Mr. Barry. What would you ‘do if we do repeal it? What will the 
railroads do? 

Mr. Fiercier. That is in the contract. 

Mr. Barry. It is? There is a provision in the contract that if this 
law is repealed you will be an independent company to the extent you 
would have a separate profit and loss even though they corporately 
own the capital stock of the Railway Express Co. ? 

Mr. Furrcuer. Yes. 

Mr. Gross. That is a contract and not an understanding ? 

Mr. Fiuercnrr. That is in the contract. 

Mr. Barry. There is a contract between the Railway Express Co. 
and the railroad to that extent, once this law is repealed vou are on 
your own so far as profit and loss is concerned, and you sink or swim. 

Mr. Friercuer. That is starting July 1, 1961, ves. 

Mr. Barry. Thank you. 
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Mr. Guzert. Some people contend that the Post Office Depart- 
ment is overcharged by railroads in carrying parcel post. Have you 
any comment on that? 

Mr. Frercuer. All I can say to that is that the Interstate Com- 
merce Commission has fixed the rate of pay and it has been fixed as 
reasonable. When you have an independent body that fixes a rea- 
sonable rate I do not see how you can say there has been an over- 
charge unless the Commission made a mistake in their decision which 
is possible but not likely in this instance. 

Mr. Girsert. In other words, the rates are set by the ICC? 

Mr. Fiercuer. Based on costs. 

Mr. Gross. Based on cost plus a reasonable return on investment. 
Is that not the language used approximately ? 

Mr. Frercuer. I think it is something like that. I do not recall 
the exact language. 

In fixing that rate it is probably true that what the railroads re- 
celve from. express companies is a relev ant factor to be taken into con- 
sideration, but that always has been put in evidence and the ICC has 

taken this into consideration. 

Mr. Barry. Would it be appropriate to ask that a copy of the con- 
tract which has been drawn between the Railway Express Co. and 
the railroads, one provision with regard to the independence of the 
company, be brought up? 

Me. Scorr. W ould it be available ? 

Mr. Fiercuer. Yes, indeed. We would be delighted to supply it 
I do not have a copy with me now, and I usually do. 

Mr. Scorr. You want the relevant section placed in the record ? 

Mr. Barry. Just for my information. If the committee wants it 
for its information that is another matter. It can be placed in the 
official files. 

Mr. Fiercuer. I will send a copy of the record and the letter point- 
ing out the appropriate provisions of the contract. 

(A subsequent letter from Mr. Fletcher follows :) 

RAILWAY Express AGENCY, INc., New York, N.Y. 
Washington, D.C., June 22, 1960. 
Hon. DALE ALFORD, 
House Office Building, 
Washington, D.C 

DEAR CONGRESSMAN ALForD: This morning at the subcommittee hearing on 
H.R. 7055 I was asked and agreed to furnish for the record a copy of the present 
contract between the railroads and Railway Express Agency. At the time I 
overlooked the fact that Mr. Johnson placed this document in the record while 
he was appearing on Friday, June 17. Accordingly, the contract, entitled “Stand- 
ard Express Operations Agreement, Effective October 1, 1959” is in the sub- 
committee’s files. If more copies are desired I shall be glad to furnish them. 

The provisions I was asked about are in sections 2, 3, and 4 of article 10. 
Section 2 provides that starting July 1, 1961, the express company will pay to 
the railroads initial rates per car-foot mile for the transportation of express. 
This is an intermediate step which will bring about the profit and loss status 
for the express company, but, because the rates are based on the size of prior 
payments, it will not insure the immediate end of railroad losses. This step 
oceurs on January i, 19683. Commencing on that date the car-foot mile initial 
payments will be based on rail out-of-pocket costs. This provision is in section 
3 of article 10. 

Section 4 of the same article provides that if section 557 of 39 U.S.C. has not 
been repealed or modified by July 1, 1961, the new bases of payment will not 
take effect. Some other basis might be made effective, but it is hard to see how 
another basis could produce the needed profit-and-loss status. 
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I was also asked about the reporting of the rates to the Interstate Commerce 
Commission after July 1, 1961, if section 557 were repealed. In my opinion no 
additional legislation is required to insure that this would be done. I am 
attaching a copy of our annual report to the Commission for 1959, and I respect- 
fully direct your attention to pages 35 to 35-R. Where a stated rate is paid to 
a carrier, the rate is included in the report. See the Chicago and North Western 
Ry. Co. (no longer a party to the Standard Express Operations Agreement) on 
page 35, and the Steamboat and Motor Carrier Lines on pages 35-C to 35-O. 
When rates are paid to railroads generally, they will appear in our annual 
report to the Commission. 

If more information should be needed, the Interstate Commerce Commission 
has ample power to procure it. The first sentence of section 20(1) of the Inter- 
state Commerce Act reads: 

(1) The Commission is hereby authorized to require annual, periodical, or 
special reports from carriers, lessors, and associations (as defined in this 
section), to prescribe the manner and form in which such reports shall be made, 
and to require from such carriers, lessors, and associations specific and full, true, 
and correct answers to all questions upon which the Commission may deem 
information to be necessary, classifying such carriers, lessors, and associations 
as it may deem proper for any of these purposes.” 

And section 20(5) provides that the Commission or any authorized agent, 
accountant or examiner thereof shall at all times have authority to inspect and 
copy all accounts, records, ete., of any carrier. Certainly these provisions are 
sufficient to give the Commission full access to the rates charged by railroads 
for carrying express. 

I appreciate the opportunity of furnishing this additional information. 

Yours very truly, 
J. FLETCHER, 
Vice President and General Counsel. 


Mr. Scorr. Thank you, Mr. Fletcher, for your appearance and 
cooperation. 

Mr. Fiercuer. Thank you very much for permitting me to appear. 

Mr. Scorr. We received a statement from the Transportation Asso- 
ciation of America for insertion in the record. If there is no objec- 
tion it will be inserted at this point. 

(The statement referred to follows: ) 


TRANSPORTATION ASSOCZATION OF AMERICA, 
Washington D.C., June 22, 1960. 
Hon. J. Scort, 
House of Representatives, 
Washington, D.C. 


DEAR Mr. Scott: The Transportation Association of America would like to 
go on record in support of H.R. 7055, which would repeal section 557 of title 39 
of the United States Code. This section provides that the Postmaster General 
shall obtain information from the ICC on revenues received by railroads from 
express companies and may, at his discretion, arrange for the transportation 
of mail other than of the first class at rates not exceeding those reported to him. 

TAA, for the information of your committee, is a national transportation 
policy organization composed of users, investors, and carriers of all modes, all 
of whom work together to formulate and implement policies to assure continu- 
ation of the strongest possible national transportation system under private 
ownership and operation. It also believes that the Government should not 
engage in any for-hire transport services where privately owned facilities are 
available. The association supports H.R. 7055 for the following reasons: 

Section 557, while never being applied in the past, could be used in the future 
by the Postmaster General as a means of trying to obtain, without justification, 
reduced rates for the handling of other than first class mail by the railroads. 
We understand he could apply to such mail the rates agreed upon by railroads 
and the Railway Express Agency, under its new contract, for the handling of 
express, even though services performed by the carriers for mail are much 
greater than that for express. 

In such an event, as we see it, the costs of parcel post service would be reduced 
to the competitive disadvantage of privately owned and operated carriers who 
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handle small-package shipments. TAA has a specific policy position advocating 
that parcel post rates be adequate to cover all costs of the service to assure a 
fair opportunity for commercial carriers to compete. Through use of section 
557, it could be possible for the Postmaster General to require the railroads to 
handle parcel post at rates below all costs of the service. 

Section 557 also represents a road block in the path of the growth of any com- 
pany operating express business, in any future efforts to establish rates for the 
bandling of express by the railroads that will stimulate such traffic. We are re- 
minded of the fact that only last year REA was faced with the threat of being 
taken over by the Post Office Department. Repeal of section 557 would help to 
prevent such a situation from occurring again. 

We request that this letter be made a part of the official record of the hearings 
on H.R. 7055 and urge your committee to give favorable consideration to this bill 
as soon as possible. 

Sincerely, 
HArotp F. HAMMOND, 
Executive Vice President. 

Mr. Scorr. This brings to a close hearings on H.R. 7055. The sub- 
committee will now go into executive session. 

It will be appreciated if the hearing room can be vacated promptly. 

The hearing is adjourned. 

(Whereupon, Wednesday, June 22, 1960, the subcommittee pro- 
ceeded into executive session. ) 
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